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LOOK AGAIN... this is a new 
kind of farm building ! 


fi 


Here’s a 200-bird poultry house like no other you ever saw. 
For it’s designed to make full use of the advantages of Alcoa 
Aluminum Roofing and Siding... light weight, making it easy 
and quick to build... reflective, making it cooler in summer, 
warmer in winter... /asting, never needing paint, fire resist- 
ant, will never rot or rust away. Light, strong, lasting Alcoa 


Aluminum serves the farmer well, as it serves all America 


in our tools, our transport, our aids to living... lighten- 
ing loads, resisting corrosion and weather. ALUMINUM L 


COMPANY OF AMERICA, 1796W Gulf Bldg., Pittsburgh 19, Pa. 
FIRST IN 


The light metal 


INTERESTED IN poultry houses? Detail 
that lasts 


plans for building this one are available 
from Alcoa for 50c (coin). Your dealer 
has Alcoa Aluminum Roofing and Siding. 
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xxx TOO PRECIOUS TO WASTE! «+» 


The needs of national defense, coming at a time of peak 
industrial production, have made freight car space a 
precious commodity .. . too precious to waste! 


Freight cars are in the hands of shippers and receivers 
of freight about half the time — in the hands of the 
railroads the other half. Anything that either shippers 
or the railroads can do to speed up the movement of 
freight cars and reduce the time they are not in use will 
make more cars available for the movement of the 


nation’s traffic. 


HERE‘S WHAT THE 
RAILROADS ARE DOING! 


The railroads have moved rapidly to provide the nation 
with the transportation it needs. They are ordering tens 
of thousands of new freight cars for early delivery and 
will continue to acquire cars to bring ownership up 
to 1,850,000. They are stepping up their car repair and 
rebuilding program to put additional thousands of cars 
at your service. In addition, the railroads have pledged 
themselves to secure the utmost efficiency in the use 
of cars. This is being achieved by — 

@ speeding up road haul and terminal movements 

@ heavier and faster loading and unloading of 

company material 
@ better handling of cars 
® prompt embargoes to avoid congestion 


HERE’S WHAT 
SHIPPERS CAN DO! 


Shippers can help immeasurably by — 
@ loading and unloading cars quickly 
@ furnishing billing promptly 
@ loading cars as heavily as commercial requirements 
permit 
@ unloading cars completely, including bracing 
and blocking 
Shippers and railroads working together have licked big 
jobs before—and, with the same sort of teamwork, 


they will do it again. 


Ww 
x ~ Listen to THE RAILROAD HOUR 
*4\ om Every Monday evening on NBC 


ok Assoctation of American Railroads ««« 


WASHINGTON 6, D.C. 








The March of the News 


Peace ... As it has for weeks, the war 
in Korea preoccupied President Truman 
last week... But, like millions of other 
Americans, baseball fan Harry Truman 
let his thoughts stray now and then to 
the red-hot pennant races. 

One warm night in midweek, Harry 
Bess Truman slipped away from 
Blair House and went out to the ball 
park... From a box on the first-base line, 
they watched the fifth-place Washington 
Senators beat the league-leading Detroit 
Tigers 5 to 4...It was the President’s 
first game since opening day. 


and 


... And war. It was a pleasant inter- 
lude in a trving week for the Chief 
Executive Earlier he had had a differ- 
ence of opinion with General Douglas 
MacArthur (see below) had dis- 
claimed a speech by his own Secretary 
of Navy Matthews, who suggested a pre- 
ventive war against Communism... And 
opponents in Congress were keeping a 
drumfire of criticism on the White House. 

Much of the criticism was aimed at 
Defense Secretary Louis Johnson. ..So 
the President went out of his way to give 
Johnson a pat on the back...Then he 
settled down to prepare a report to the 
people on the war in Korea. 


Last week the House Un-Ameri- 
called to the 
lawyer... 


Flop. 
can Activities Committee 
stand Lee Pressman... labor 
onetime Government official . . .ex-mem- 
ber of the Progressive Party ... Advance 
tips said this might be it, the whole story 
about U.S. Communists... But it wasn’t 
.. Pressman named three men as Com- 
but they had been named be- 
said he used to be a Com- 
munist himself, a fact the Committee al- 
ready knew...As a national sensation, 
the Pressman story turned out a dud. 


munists, 
fore... He 


® 





gerous spot in that area... For months 
he has felt that the U.S. should move 
to keep Formosa from Communist con- 
trol... Last week, he decided to speak. 

President Truman decided otherwise 
... He took one look at a statement Gen- 
eral MacArthur had prepared for a Vet- 
erans of Foreign Wars convention in 
Chicago, and promptly told the General 
to keep his silence ...Obediently, Gen- 
eral MacArthur notified the VFW _ to 
withhold the statement, but it was too 
late to keep the MacArthur thoughts 
from public view... Through an unusual 
set of circumstances, readers of U.S. 
News & World Report last week read 
what MacArthur thinks about Formosa, 
even though those thoughts have never 
been officially expressed Explained 
Managing Editor Carson Lyman: 

“Last Thursday afternoon we received 
from General MacArthur's headquarters 
a copy of his message on Formosa with a 
letter asking us not to publish it without 
release from the Veterans of Foreign 
Wars. Accordingly, we telephoned to 
Chicago and talked with Miles Frederick, 
director of public relations of that or- 
ganization, explaining to him that we go 
to press on Saturdays and put our copies 
in the mails that day and that subscribers 
get their copies Monday after- 
noons or Tuesdays. Since there was an 
automatic release for Monday forenoon 
on the message, he authorized us to pub- 
lish it and gave us also a copy of the 
first message sent by Clyde Lewis, com- 
mander of the Veterans of Foreign Wars, 
to General MacArthur which elicited the 
reply that we have published. 

“We understand that General Mac- 
Arthur’s request to withdraw the message 
was received Sunday evening. There was 
no way at that time by which any change 
in our publication schedule could have 
been effected even if we had been ad- 


usually 

















MacArthur. General Douglas Mac- vised of the receipt of General Mac- 
Arthur is fighting a war against the Com- Arthur's request on Sunday afternoon. 
munists in Korea...To his mind, Asia is | The last copies to subscribers and news- 
the most dangerous area of the world, stands were in the mails by Sunday 
and the island of Formosa the most dan- noon.” 
po---—-—---------------- ae a ee oe eye ee ae 
'IHANDY WAY TO SUBSCRIBE! 
| 
| U.S. NEWS & WORLD REPORT | 
| Circulation Department, 437 Parker Ave., Dayton 1, Ohio | 
. Please enter my subscription to U. $. News & World Report for one year | 
l and send bill to me. (U. S., its possessions, Canada, Mexico, Central and South 
America, Spain, Philippines, $5; other countries, $6.) 
| | 
| Name | 
| | 
Address 
| | 
| City State | 
| NHW 12 | 











ee 
THE UNITED STATES NEWs | 


WORLD REPORT 
U. S. WEEKLY 


Three Titles Reg S. Pat. Off 





Published ween at Ww oe zton, D.C 
ind Ex xecutis office U nited Sta 
Building 24th & N etreane N.W s 

Babee Ption 
United States, its 
Central ¢ 
for ‘ee year, 338 
Posta te other 
Entered 












Publis} 
nts reserved under Pan Ameri 
ention and Internat ional 


BOARD OF EDITORS 


DAVID LAWRENCE, Editor 





OWEN L. SCOTT, Executive Editor , 


CARSON F. LYMAN L. NOBLE ROBINSON 
Managing Editors 
WALTER HUSTED DEREK FOX 
General News Editor Art Editor 


ASSOCIATE EDITORS 


W. B. RAGSDALE ARCHIE ROBINSON 
RICHARD L. TURNER _—_— BEN J. GRANT 
M. L. RAMSAY LEONARD WILLIAMS 
JOHN H, ADAMS CHARLES M. PLATT 
FRED M. HARMON J. FRANK DIGGS | 
GEORGE W. BOLTON 
A. S. McLEOD, Chief Economic Unit 
PHILIP H. BOLLINGER JOHN B. BLEDSOE 
KURT LACHMANN CHARLES H. DAVEY 


NEWS EDITORS 


TURNER ROSE N. KEY HART 
THURBER W. CUSHING WILLIAM H. RIEBOLD 


F. W. GAPP FRED A. EMERY 
Assistant News Editors: Barbaro Blair, Florence 
Burke, Beth Floyd, Mabel Groettum, Ive 
Holland, Lucy Cobb Jones, Kathleen McGrath 
Clissoid Price. 

ART DEPARTMENT 
H. KLEBANOFF, Director, J. Ernest Beavin | 


H. C. Richardson, E. H. Castens, M. J 


LUTHER A. DAWSON, 


WORLD STAFF 


HOWARD FLIEGER, Directing Editor 
JOHN R. FLEMING, Associate Director 


Shimp. 


Librarian 


CHARLES H. KLINE, Associate Editor, London 


CHARLES FOLTZ, JR., European News Editor 
CLARK H. GALLOWAY, Inter-American News Editor 


PERRY K. SELLON, Editor, Commerce-!ndustry 
Business Editors: New York, Gilmore Iden 
San Francisco, Edwin J. Drechsel 
BUREAUS ABROAD 
LONDON, PARIS, FRANKFURT, TOKYO 


REGIONAL EDITORS ABROAD 


ROBERT REE AIG. i cccccccsscccscesssices Central Europe 
BERNARD S. REDMONT...............-. France and 

Mediterranean countries 
JOSEPH FROMM.............008 Japan and the Far East 


BUSINESS DEPARTMENT 


24th & N Sts., N. W. Washington 7, D. C. 
JOHN H. SWEET, Publishing Director 
ANTHONY R. GOULD, Business Monager 
HAROLD M. WELLS, Executive Secretary 
W. L. BRAUER, Treosurer 


ADVERTISING DEPARTMENT 
30 Rockefeller Plaza New York 20, N.Y. 
Tel. Circle 6-3366 
H. L. BEHLKE, Director of Advertising 
CHET BOKELUND, Nati. Advertising Sales Mgr. 


NORMAN O. MICK, Western Manager 





35 East Wacker Drive Chicago 1, Ill. 
Tel. Randolph 6-5460 


CIRCULATION DEPARTMENT 


435 Parker Avenue Dayton 1, Ohio 
W. W. SPURGEON, Manager 
PRODUCTION OFFICE 
E. M. GILLEY, Manager 

RALPH M. FRANCISCO, Asst. Manager ’ 

350 Dennison Avenue Dayton 1, Ohio 
Tel. Melrose 9231 

editorial 


All communications relating to news or 
matters should be addressed to the Executive 
Offices, 24th & N Streets, N.W., Washin 
D.C. Tel. District 2900. Communications re! 
subscriptions should be addressed to the Circu at 
Department, 435 Parker Avenue, Dayton |, OF 





—— 





SEPTEMBER 8, 195° 














What 3 important clues tel 


Clue 1: family portrait 

This man is packing for a trip. As a family man, 
he knows that his wife and children will worry 
about him when he’s away—unless they're sure 
he’s safe. They are sure when he foes Pullman. 
They know that he’s as safe in a Pullman as he 
is at home. 


Clue 2: bedroom slippers 

Obviously this man likes his comfort, too! And 
when he goes Pullman, comfort goes with him. 
He can sleep like a prince—between snow-white 
sheets—on a soft Pullman bed. 


Go Pullman to The National Capital Sesquicentennial Celabratior 


Washington, D. C., through November 22, 1950 











you how this man travels 7 


(X Clue 3: brief-case 
| You've guessed it—he’s going away on business. 
| | All the more reason why he can’t take a chance 
_—J on being late. When he goes Pullman, he can 
forget the weather. He'll be there on time, on 
dependable railroad schedules. 


Smart deduction: The same reasons that lead this man 
to go Pullman apply to you, too: It’s good business to 


Go Pullman 


FOR RAILROAD TRAVEL AT ITS BEST 


COMFORTABLE, DEPENDABLE, AND—ABOVE ALL—SAFE! 


© 1950, THE PULLMAN COMPANY 
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How well prepared is the 
American oil industry to meet 
the nations emergency needs? 


N EVERY HAND, American oil men have been ques- 
i= as to the industry ’s ability to meet the nation’s 
needs in the light of swiftly moving developments. The 
facts are reassuring. 

The American oil industry is better prepared today 
than ever before to meet any national emergency. Our 
domestic capacity to produce and refine petroleum has 
increased around 25 per cent since the peak demands of 
World War Il—during which the Armed Forces of this 
nation and its Allies never lacked for oil, and all essential 
civilian needs were met. 

In the months immediately ahead, with minor dis- 
locations to be expected, we should be able to furnish all 
of the military demands for oil products and supply the 
civilian needs for gasoline and heating oils. 

Based on the assumption that the military need for 
oil will increase only as greater amounts of equipment 
and manpower are engaged in using it, there should be 
no demand in the immediate future that the industry 
cannot readily supply. 

As to the long range view, no one can predict with 
complete accuracy sdas the military needs for oil prod- 
ucts may be. The extent to which we will be called upon 
to supply gasoline, jet and other aviation fuels, fuel oil, 
Navy special fuels, and other military requirements for 
petrole um, obviously depends on the turn of international 
events. 

Although we cannot know all that is ahead, the record 
of our industry is reassuring. In the five years since the 
end of World War II, American oil companies have been 
rebuilding, improving and expanding their facilities and 
creating a substantial reserve productive capacity. 

Compared to the peak war year of 1945, total U.S. 
crude oil production capacity has been increased 27 %; 
refining capacity has been increased 21%, and proved 


crude oil reserves have been increased 24%. 

In these five years American oil companies plowed 
back into their business more than 8 billion dollars for 
exploration and development and to provide these new 
facilities—the great bulk of this from operating profits. 

This record and the traditional skill and ingenuity of 
the American oil industry, give assurance that sup plies 
and facilities will be eqenied and adapted with maxi- 
mum speed and efficiency to meet whatever needs may de- 
velop, provided that necessary steel and other essential 
materials are made available. 

America’s thousands of oil companies owe their con- 
tinued progress to the fact that they are privately man- 
aged and have competed vigorously for the privilege of 
serving America better. 

The key to the strength of the American oil industry is 
the driving force of competition. This strength must be 
preserved if the United States is to remain a power for 
peace. Even with national planning and restrictions. the 
nation must continue to rely on priv ate management. and 
although close and full cooperation with ss caaeiaenstll 


oD 
age ncies is nec essary in times of emergency, 


nothing 
dual be done that will i impair the incentive fox compe: 
tition in normal times. 

The industry will be able to supply the largest possible 
volume of our national petroleum requirements if we have 
the largest possible freedom in our operations. 

I know that every oil man shares my confidence that 
this industry can and will continue its record of meeting 
every challenge on its own initiative. 


Very truly yours, 


President, American Petroleum Institute 


Published by Sinclair Refining Company in cooperation with 
the Oil Industry Information Committee, 50 West 50th Street, New York 20, N. Y. 
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24th and N Streets, N.W. 


Newsgrant Washington, D. C. 


No. 1 aim of Mr. Truman, at present, is to keep the Korean war localized. 
U.S. policy at the moment is geared toward not provoking Communist China. 
Evidence of this policy comes from the President's statement that the U.S. 
fleet need not stay near Formosa after fighting in Korea is ended. Earlier, 
Secretary Acheson re-emphasized that U.S. has no aggressive designs in Asia. 
Administration goal is to keep from becoming involved in China. Critics 
can be expected to argue that current moves amount to unprofitable appeasement. 





Long-range U.S. policy, meanwhile, continues to concentrate on Europe. 

Atlantic Pact countries are to get the bulk of the 4 billion dollars in 
additional military aid now requested of Congress. The sum is to be divided, 
roughly, in this way--3.5 billion for Europe, 300 million for the Far East, 
200 million for Greece. That shows the area U.S. considers most important. 

Build-up of European strength is the keystone of anti-Communist strategy. 

Soviet Russia, however, remains in a position to call future turns. It's 
still the hope of U.S. policy makers that Russia won't provoke all-out war. 
That hope is carried with less confidence after Communist moves in Korea. 

















Business outlook, provided Russia stays quiet, is becoming more clear. 
Higher wages are definitely in the cards. Auto industry is leading in 
another round of wage increases. Strikes for higher pay are being called in the 
electrical-equipment and farm-equipment industries. Wage demands will come soon 

in the steel industry. Prospect is that wage raises will become general. 
Labor shortages are increasing. That strengthens union wage positions. 
Total employment in August approached 62.4 million--an all-time high. 
Employment in industrial and commercial firms reached 54.2 million--a gain 
of 1.4 million from July. That was among the largest month-to-month gains. 
Unemployment fell to 2.5 million--lowest point since January, 1949. 
Jobless level is considered almost a rock-bottom minimum. Labor supply 
is to be further tightened by draft calls of 50,000 a month in the period ahead. 


























Fathers between the ages of 19 and 25 are to be called soon in the draft. 

Single men of draft age who can pass examination are proving too few. 

Dependents of drafted men are to get family allowances of $85 to $165 a 
month. Dependency allowances will speed up draft calls for men with children. 

Physicians and dentists to age 50 also may become subject to the draft. 

Draft law is being amended to apply specifically to physicians, dentists, 
medical and dental technicians. Purpose of the law is to call into service some 
5,600 physicians and 3,000 dentists who were deferred from World War II draft to 
complete their professional education. Many are not volunteering. 

Universal military training is put over until 1951, but remains something 
for employers to consider. Adoption of UMT before very long is indicated. 
Opposition to the program is negligible in Congress and the Administration. 

Fact is that businessmen will have to consider Government demands for men 
as well as for materials in making their plans. A semimilitary state is going 
to make a lot of difference in years ahead in conducting business operations. 











(over) 





NEWSGRAM--TOMORROW--~ (Continued) 


Timetable for controls to be applied by Government is about as foilows: 
Installment-credit controls will be felt quickly. Federal Reserve Board is 
all ready. FRB also may get credit control on new real estate projects. 

Inventory controls on materials in tight Supply will come fast, too. 

Allocations of scarce materials will follow closely on inventory curbs. 

Limitation orders on civilian output may come after allocations. 

Priorities on military orders are to be issued as a matter of course. 

That is the blueprint worked out roughly in Commerce Department for the 
control program. It's to be under a new division, probably designated as a 
Defense Production Authority. Idea at first is to adopt voluntary controls, 
but there is doubt in official circles that voluntary actions will work. 














You can also get an idea of what materials are to be controlled from the 
Government's conservation order to itS own agencies. Agencies are told to buy 
Sparingly in steel, aluminum, copper, zinc, rubber. Allocations are indicated 
for these items. List also includes paper, wool, lumber, lead, cement. 


Wage-price controls are not contemplated at this time. The control law 
ties them together. Mr. Truman is reluctant to exercise this authority. 

Rationing of consumer goods isn't getting official consideration, either. 

Price policy now is based on the theory that farm commodities don't need 
controls, that big producers will exercise price restraint on other materials. 

Wage policy is not to discourage union demands at this time. 

Grave doubt remains, however, whether wage and price controls can be long 
delayed. Wage-price trend at the moment is strongly upward. Prospect is for 
individual incomes to climb when civilian supply of goods shrinks. That situa- 
tion may force wage-price controls to keep inflation from running away. 

Control law--Defense Production Act--is explained on page 22. 








Stock market is marking time in the face of conflicting influences. 

Prices of common stocks plunged after the Korean war, then recovered most 
ef the loss. In recent market sessions, stock prices have moved narrowly. 

Outlook for the near future appears to be against any big swing in prices of 
securities, either up or down. Investors are uncertain. 

Investor caution is prompted by uncertainties over eventual size of the arms 
program, the final decision on how much taxes should be increased. 

Investor optimism, on the other hand, is encouraged by the current rate of 
profits and dividends. Both appear headed for a new high point in 1950. 

Just now current good news about corporate earnings appears to be about 
balanced by uncertainty over 1951, when net earnings and dividends may decline. 











Senate action on the tax bill provides a clue to tax policy in 195l. 
Excess-profits tax or something like it is promised next year on corporate 
earnings. Attempt will be made to frame as equitable a tax as possible. 
Co-operatives, farm and others, also seem headed for a tax on earnings. 
Individuals face a tax increase again if a balanced budget is wanted. 
Manufacturers' excise levies also miy be broadened. That is under study. 
Prospect is definite for higher taxes on corporations, less certain for 
another tax boost on individual incomes, or for excises on manufactured goods. 
Meanwhile, individual income taxes are to be raised under the pending bill 
by about 17.5 per cent on the average, and corporations are to get an average 


increase of 15 per cent. Excises are to remain where they are. 





Federal Reserve Board persists in its policy of pushing up interest rates. 

Money manipulation now takes the form of Federal Reserve offering to sell 
outstanding short-term Treasury issues at a price below par, while standing 
ready to buy at par the forthcoming Treasury 1.25 per cent note issue. 

Prospect is that the Federal Reserve Board will succeed in its efforts. 
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The Situation 
is Fluid! 


The Reds count their strength in millions of human slaves. 





America is the leader of a different kind of world. Lives 
are precious in a democracy. Our “‘slaves” are not human 
beings, but machines—machines made for peace where 
possible, for war when necessary. 


To make the machines of war, America’s vast steel industry 
is instantly convertible from its peacetime work. New and 
enormous quantities of molten steel are poured every day by 
our country’s steel companies. Merely by adding the right 
quantities of alloying materials, the searing brew can be used 
for tanks instead of the products of peaceful civilian life. 


Question: How much steel 
has “Uncle Joe” got? 


Answer: Best available in- 
formation puts steel produc- 
tion of all of the iron curtain 
countries at about 30,000,000 








tons a year. 








Q. How much steel has Uncle 
Sam got? 
















It may surprise you to know how 
much America’s steel industry has 
grown and how fast it is growing: 


1940 


1943 
90,589,190 tons 


1950 =s 
More than 100,000,000 tons 

*BUILDING OR PLANNED: 

MORE THAN 6,000,000 TONS NEW CAPACITY 


es 


81,619,496 tons 











A. We have steel production 
capacity right now for over 
100,000,000 tons a year. New 
facilities under way will add 
another 6,000,000 tons yearly. 


Q. How much steel can our 
friends make? 


A. Countries outside the iron 
curtain, not counting the U.S.A., 
can produce 56,000,000 tons 
of steel per year. 


Total All Free Countries 
. « » Over 156,000,000 tons 


United States Alone 
. . » Over 100,000,000 tons 


Total Iron Curtain Countries 
. . . 30,000,000 tons 


Q. How does America stay so 
far ahead of the rest of the 
world in steel production? 


A. It is competition and free- 
dom to take a chance that do 
this. More than 200 companies 
compete for steel orders in 
America, making the business 
strong, resourceful and ever- 
expanding. A strong steel 
industry works fine in peace 
and saves lives in war. 


REPUBLIC STEEL 


Republic Building, Cleveland 1, Ohio 


A GOOD PLACE TO WORK-— 


A GOOD PLACE TO STAY 





Products of TRUSCON STEEL Com- 
pany ...Republic’s versatile manu- 
facturing subsidiary . . . include 
Truscon Steel Windows, Doors, 
Joists, Steeldeck, Roofs, Lath and 
other products for modern construc- 
tion . . . Steel Radio and Television 
Towers . . . Concrete Reinforcing 
Steel... Ready-Made Stee! Bui!dings 
... Materials Handling Equipment 
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Slow Motion for Yugoslav Loan . . . Treasury’s Doubts 
On Profits Tax . . . MacArthur Headquarters to Korea? 


Averell Harriman, foreign-policy ad- 
viser to the President, apparently 
failed to get General Douglas Mac- 
Arthur to see eye to eye with the Ad- 
ministration on Asiatic policy. The 
General’s statement on Formosa came 
two weeks after Mr. Harriman visited 
Tokyo to explain official policy. 


xk 


Top-ranking officers in Korea are 

pressing General MacArthur to move 

his headquarters to Korea for the 

duration of the fighting. They com- 

plain that headquarters in Tokyo are 

too far from the front to direct the 
r properly. 


xk 


(J. S. Army officers, after interrogat- 
ing North Korean prisoners, doubt 
that any Soviet Russian officials are 
with Korean Communist forces below 
the 38th parallel. These interroga- 
tions discount previous reports that 
Soviet military advisers accompany 
North Korean troops. 


x * * 


The Government of Western Ger- 
many has quietly begun stockpiling 
food against the possibility of war. 
The Germans import nearly half their 
food, mainly with U.S. aid, and fear 
that near famine would follow a Rus- 
sian sweep through Germany. 


oe OR 


Chinese Communists are expected by 
European diplomats in Japan to 
launch an all-out offensive in Asia if 
they move against Formosa. They be- 
lieve an invasion attempt on Formosa 
will be accompanied by Chinese rein- 
forcements to North Korea and moves 
against Hong Kong, Indo-China and, 
possibly, Burma. 


xk 


Diplomats from countries that have 
sent troops to Korea to fight along- 
side Americans are wondering how to 
pay for supplies and equipment for 
those forces. They want to know if 
the United States is to request pay- 


8 


ment in dollars for supplies, or is 
So0ing to charge anything at all. 


xk 


President Truman’s request that Con- 
gress postpone action on an excess- 
profits tax stems from Treasury 
doubts that any excess-profits tax 
should be enacted. Treasury experts 
are inclining to the view that higher 
rates on the corporation income tax 
are preferable to an excess-profits tax. 


xk k 


Treasury Secretary John Snyder is 
worried that the bill increasing taxes 
will not be passed in time for his 
Bureau of Internal Revenue to dis- 
tribute new withholding tables by Oc- 
tober 1. That is the date that higher 
rates on individual income taxes are 
to go into effect. 


ee ae 


Senator Owen Brewster, of Maine, has 
not been greatly damaged by the 
Senate’s investigation of wire tapping 
in Washington. Democrats hoped to 
embarrass the Maine Senator, who 
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is Republican senatorial campaign 
chairman. But all the investigation 
has disclosed to date is that a lot of 
wire tapping has been done. 


x*kk 


Representative Richard M. Nixon 
(Rep.), of California, is not expected 
to press any further the House Un. 
American Activities Committee’s in- 
vestigation of Lee Pressman, former 
CIO General Counsel. Mr. Nixon is 
running for the Senate and is too 
busy with his campaign. 


x* 


The President’s fireside chat was 
scheduled after Democratic Party 
leaders told him that some action had 
to be taken to stem the growing tide 
of criticism against Administration 
foreign and defense policies. 


x «tk 


Navy Secretary Francis Matthews is 
said to be interested in appointment 
as Ambassador to Ireland. There also 
are reports that the present Ambas 
sador to Ireland, George Garrett, may 
become envoy to the Vatican. 


xk *& & 


Marshal Tito of Yugoslavia is com- 
plaining about the slowness with 
which U.S. officials disburse dollars 
on Yugoslav loans. Export-Import 
Bank has granted credits of 55 mil- 
lion dollars, but the Yugoslavs have 
received less than 15 million. 


xk 


The British midget submarine that 
has recently been in the Chesapeake 
Bay is rumored to be designed pt- 
marily as a “hunter sub” for use in 
warfare against enemy submarines. 


xk 


Premier Stalin has installed veteran 
generals in posts in Moscow. British 
intelligence interprets this move as 4 


means of keeping generals subject to 


discipline by the Communist Party. 
Field posts are held by younger, more 
“politically reliable” officers. 
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Here's your Employers Mutuals team... 





Their performance 


in action helps everyone... 


from Lop executive to newest employee 


Regardless of what your job may be, you 
stand to benefit substantially when your 
organization’s business insurance is han- 
dled by Employers Mutuals of Wausau. 
For then, you have a hard-hitting team 
of specialists working for you—both on 
the job and behind the scenes—whether 


you a 





2 a top executive, an old-timer or 
a néw employee! 
Per rmance mn action alan 


cannot be read on the face of any insur- 


something that 
ance policy ... is what makes the services 
of the Employers Mutuals team outstand- 


ing. Safety engineer, claim adjuster, sales 


representative, industrial nurse, under- 
writer, auditor—they work together to 
give you unsurpassed service in accident 
and fire prevention, industrial hygiene, 
fair claim handling . . . They help make 
work safer and production smoother 
Their teamwork is reflected in improved 
employer-employee relations all along 
the line. 

Here's good news about costs: Many of 
our policyholders have been surprised to 
find from experience that using the serv- 
ices of their Employers Mutuals team has 
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earned them steadally reduced insurance 


EMPLOYERS MUTUALS OF WAUSAU 


f 


rates. fi he ¢ “He tantial ii in es are in 
addition to the dividends regularly returned 
to them as co-owners of Employers 


Mutuals! 


Employers Mutuals write: Workmen's Compensat 
— Public Liability 1utomobile—Group Health a 
Accident — Burglary — Plate Gla Fidelity Bo» 
—and ther casualty insurance I Fx / ( 
raze—Inland Marine—and allied lines. All p 


EMPLOYERS MUTUAL LIABILITY 
INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE CO. 
Home Office: Wausau, Wis, - Officesinprincipal cities, 
Consult your telephone directory. 
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Fairbanks-Morse diesel locomotives are ever more frequently in 
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‘(PREVENTIVE WAR’ TALK—WHY: 
FEAR OF A-BOMBS ON U.S. CITIES 


Dread that Russia will drop the 
first A-bomb is building up pres- 
sure for preventive war. 

Ideas range from dropping 
bombs on the Kremlin now, to 
warning Russia that further satel- 
lite attacks will mean big war. 

But odds are strongly against 
preventive action, despite talk. 
Reason in cold logic: Defense 
planners say U.S. isn‘t strong 
enough to assure a knockout 
victory. 

Talk of a preventive war, cropping 
up in several forms, is raising new 
questions for U.S. policy planners 
now, at a time when relations with the 
Russian world are touch and go. 

New proposals for some form of 
preventive action, with or without an 
ultimatum to Russia, are appear- 
ing in statements of some public 
figures as well as in more and more 
locker-room talk by private citizens. 

As typical examples: 

A Cabinet member, Navy Sec- 

retary Francis P. Matthews, ex- 
pressed his unofficial views in a 
recent speech like this: “To have 
peace we should be willing, and 
declare our intention, to pay any 
price, even the price of instituting 
a war, to compel co-operation for 
peace.” 
_ An influential Congressman, 
In recent private conversation, put 
it this way: “If a man who has 
been threatening your life suddenly 
starts building a machine gun 
across the street from your house, 
do you wait until he finishes it 
and starts to shoot before you do 
something about it? Russia is that 
man.” 

A university president, Harold 


E. Stassen, is urging that Russia be ‘ 


warned that any further aggression 
by either Soviet or satellite forces 
will mean a declaration of war by 
the United Nations on the Soviet 
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Union. He asks: “Should we not make it 
clear that an attack in Indo-China, or 
Burma, or Greece, or Turkey, or Ger- 
many, or Austria will mean that war 
will come to Moscow, to the Urals and 
to the Ukraine?” 

An Army general, now retired, thinks 
that U. N. forces in Korea should be great- 
ly increased, then used to “strike at the 
heart of the trouble, the Communist Gov- 
ernment in Moscow.” The combined 
forces of the West, he says in private 
conversation, should be used immediate- 
ly to “remove the rotten apples in the 
Kremlin.” 

An Air Force general goes even fur- 
ther. Maj. Gen. Orvil Anderson stated 
last week that the doctrine of waiting 
until you're hit first “doesn’t come from 
Americans. Americans believe in taking 
the initiative.” He added: “Give me the 
order to do it and I can break up Rus- 
sia’s five A-bomb nests in a week.” Gen- 
eral Anderson was immediately 
pended from command of the Air War 
College as a result of these comments. 


sus- 





meme 
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SECRETARY MATTHEWS 
"".. to pay any price”’ 


But Military Men Say West Couldn‘t Win Now 


The head of a big veterans’ group, 
Harold Russell of Amvets, is urging that 
Congress “make it clear to Russia that 
another military aggression by a satellite 
power will be considered an act of war.” 

These proposals, all involving some 
form of preventive military action, show 
the range of ideas in a growing mass 
of unofficial talk. This talk is in direct 
opposition to official policy, as expressed 
by President Truman last week when 
he said, “We do not believe in aggressive 
or preventive war.” But unofficial talk 
persists, and can be multiplied many 
times in conversatjons of private citizens. 
To a large degree they represent a 
revival of the “30-day preventive war” 
idea advanced in 1948 by individual Air 
Force officers. 

Behind this talk is a situation that is 
developing along these lines: 

Worry about atomic attack on U.S. 
cities is growing, as costly civil-defense 
plans are laid out by States and munici 
palities, and as Russia builds her atomic 
stockpile. More and more people are 
wondering out loud if these cities 
are to become “sitting ducks” for 
Russian airmen, with the U.S. 
waiting for bombs to be dropped 
before striking at their source. 

Use of U.N. forces in Korea, 
meanwhile, is providing a ready- 
made answer for many. That joint 
operation, aimed at preventing the 
spread of aggression, is being taken 
in some cases as a precedent for 
possible direct U. N. military action 
against Russia, as the real aggres- 
sor, if other Soviet-inspired attacks 
occur. Article 51 of the U.N. char- 
ter, which permits “collective de- 
fense,” is being widely quoted in 
this regard. 

An atomic race, in which Rus- 
sia presumably is fast overcoming 
the U.S. lead, also is being cited 
as a reason for striking now while 
this country has the edge. Theory 
here is that Communist aggression 
and the danger of atomic attack 
could be stopped if, after due warn- 
ing, U.S. bombers wreck Soviet 
atomic stockpiles and Soviet air 
bases. Big B-36 bombers, adver- 
tised as being able to blast any 
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NEW YORK’S SKY LINE 
. «. @ growing fear that Russia’s bombs will drop first 


target in Russia from bases on this conti- 
nent, are being talked of to do the job 
efficiently. 

Russia‘s war intentions, moreover, 
are becoming more apparent to more 
people since the Korean attack began. 
That is taken as an incentive for drastic 
action now to prevent a full-scale Rus- 
sian attack on the West. In a recent 
Gallup Poll, 7 out of every 10 Americans 
queried believed that Russia is out to 
become the ruler of the world, while 
fewer than 2 out of 10 think that Russian 
armed strength is being built up for de- 
fensive purposes. The idea is becoming 
widely accepted that, unless stopped, 
Russia plans to take over a number of 
nations in Asia and the Near East, with 





a drive on Western Europe almost cer- 
tain to follow. 

Military facts of life, however, are 
being cited by U.S. defense planners as 
practical reasons why preventive armed 
attack on Russia is not to be attempted, 
even if the Soviets experiment further 
with satellite aggression. 

Lack of ready divisions for a full- 
scale war is given as the No. 1 military 
reason. U.S. now has only 10 Army divi- 
sions, may add half a dozen more. West- 
ern Europe has only 12 fully equipped 
divisions on hand. Even if this force is 
doubled or tripled, it is not likely to be 
a match for 175 Russian divisions 
backed by at least 50 Soviet satellite di- 
visions. That is the realistic comparison 





MOSCOW'S RED SQUARE 
«+ growing doubt that any bombs could be decisive 
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had 


of combat strength given by Gep, if 


Lawton Collins, Army Chief of Staff. 
Capabilities of bombers, too, » 

pointed out as being limited. At th 

stage, according to Gen. Omar N. Bradley 


Chairman of the Joint Chiefs of Stag , 


war can be fought solely through the aif 


Even Air Force officers concede that ¢} 


on U.S. cities by bombing of know 
Russian bases and atomic stox kpiles. Ge, 


preventive attack, in that event, coul 


hasten, instead of prevent, atom bom).— 


ing of U.S. In other words, the Us 
advantage in atom bombers is viewe 
by most military planners as a detemey 
against outright attack by Russia noy 
and as a means of crippling Soviet wa 
industry if war comes, but not as 
means of winning any war alone or pr. 
venting counterbombing at this time, 
Effect of an attack on Russia, eve 
an attack to prevent certain aggression 
also is questioned by the planners. Ato 


her 
is no hope of preventing atomic attaifl 





bombing of Soviet cities, according ¢ 
Navy testimony in the recent B-36 hey 
ings, “will certainly cause the enem 
peoples to unite in fiery patriotism 
Leaving moral considerations aside, i; 
other words, many military men see ; 
danger that any preventive attack woul 
unify the Russians for an all-out wa 
effort as nothing else could do, much « 
Pearl Harbor unified the U.S. in 194] 
Time, too, is believed by top U.S 
military officials to be aiding the Wes 
even more than it aids Russia. Ever 
though Soviet strength will grow in th 
months and years ahead, Westen 
strength is scheduled to grow relativel 
faster. If war can be postponed at leas 
two or three years, in the opinion of Ger 
eral Bradley, U.S. and Western Europ: 
may be in position to match the Russias 
in over-all combat strength, where the 
are now greatly outclassed. Belief is thi’ 
any preventive attack, in the meantim 
could be militarily disastrous, or, at bes 
could result in a costly stalemate. 


Use of U.N. forces, finally, is bein 





discounted by American officers even ! 
theoretical discussion of a preventive 0p 
eration. Secrecy, needed to make ai! 
such attack effective, could not possibl 
be maintained, the planners say, if ti 
forces of several of the United Natio 
were involved. 

Widespread talk of preventive militar 
action against Russia if Communist ag 
gression does not cease, thus, is stemmins 
from a growing fear of sudden attack 
U.S. cities and on Western Europe. Bu 
to date, that talk is being effective 
countered by the cold military fact the! 
in the opinion of U.S. defense planner 


the West is not strong enough to maM 


such an attack even if it wanted to. 
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C attack 
— Why President Truman cracked 
es. Caf} dgwn on General MacArthur 
ps shows up in the story behind 
» coup Y,$, international policy making. 
he ' U.S. sees Germany and Japan 
views! —not Korea or Formosa—as Mos- 
teen cgw’s real targets. “‘Little wars” 
a: ore feints by Stalin. 
t as Here, in questions and an- 
ei F wers, is the Administration's 
1, a view of Russian-American differ- 
ression B ences—the line on which U. S. 
iss world policy is based: 
ie What are the main points of conflict 
otis fp between the U. S. and Russia? 2 
de, in In Asia, it’s Japan. In Europe, it’s Ger- 
see fp many. Russia, above all, wants to get con- 
woul trol of those two countries, the great in- 
‘Ss dustrial producers, the potential sources 
ich fg of military power. We want to keep both 
194) countries from falling into Russia’s hands. 
U.S. What about Korea? There’s a war 
Weel 0” there. ; 
Eve Yes, but Korea is still a side show. It’s 
in th important because it shows that we will 
estene meet with force any Russian effort to try 
tivehg © expand Communist power by force. 
- Jeqafp But it’s still a side show. 
Gene What about our relations with Russia 
uropdpe Herself? 
sian Actually, our direct relations with Rus- 
- the Sia are relatively simple matters of trade, 
s thie end-lease settlements and the like. There 
time “@ more difficult problems in our rela- 
bes ions with some of our allies. 

Isn't Russia behind our troubles in 
being Sorea and elsewhere? 
en i Of course. In many areas the real prob- 
e ony em is the conflict of our international 
an Policy with Russia’s. But the important 
sible “aS are in Germany and in Japan. 

f th So Germany and Japan must be the 
tion "in concern of our world policy? 

No, it’s broader than that. Our world 
litan policy is primarily concerned with the 
t age curity of the United States. Our secu- 
ming “Y: the security of the free world, rests 
of " the defense of that part of the free 
Bu world where people share basic freedoms, 
ive teedoms denied to the people ruled by 
that Moscow. 
nes, SO We must stop Russia? 
nal, Yes. We must also show other countries 

that we are a reliable ally and that the in- 
terest of other free countries is the same 
DOK 
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AMERICA’S REAL POLICY ABROAD 


Answers to Questions People Are Asking 


as ours. We've also got to show the world 
that we can make a success of our own 
national life. 

Do we assume that Russia wants a 
general war with us sooner or later? 

No. Our policy is based on the idea 
that the Russians prefer not to get into a 
general war with us now. They prefer 
civil wars that they think their side can 
win. They'd rather not get involved in 
these civil wars themselves; they don’t 
want to get into any general 
war that they think they 
might lose. 

Then why dic they tell the 
North Korean Communists to 
start a war? 

Probably because they 
thought the North Koreans 
could win it quickly. 

Did Stalin think the U. S. 
would fight in Korea? 

Probably not. If Stalin did 
think we would fight, he 
probably thought we would 
start too late to get and keep 
a bridgehead on Korea. 

Why does the U. S. want 
Korea? 

The U.S. does not want 
Korea for itself. What the 
U.S. does want is to prevent 
Russia from having its North 
Korean Communists gobble 
up the rest of the country by 
force on Moscow’s orders. The 
United States, with the ap- 
proval and support of most 








Korea. Our aim in the United Nations is 
to keep the free world united against the 
aggressor, in Korea or elsewhere. 

What about Formosa—what’s 
policy there? 

We have taken steps to neutralize the 
island of Formosa. 

What does “‘neutralize’’ mean? Are 
we taking Formosa as a U. S. base? 

The U.S. has no bases in Formosa and 
wants none. But we do not want Russia 


our 














of the other United Nations, is 
out to show the Russians that 
they cannot just order their 
satellites to grab what they want by force. 

Why does Russia want Korea? 

For Moscow, Korea was to be just a 
steppingstone. What Stalin really wants 
in Asia is control of Japan, the only coun- 
try in Asia capable of producing and 
supplying a modern army. The Russians 
fear Japan may one day be rearmed by 
us and used against Russia. They thought 
for a while that a Japanese peace treaty 
might leave the whole area open to an 
easy Russian conquest by pressure. Lack- 
ing such an opportunity, they tried mili- 
tary conquest, using North Koreans. 

What’s our objective in Korea? 

Our aim in Korea, military and politi- 
cal, is to repel the aggressor, to drive 
North Koreans out of the territory of 
the Korean Republic established under 
United Nations’ supervision in South 


~—Shoemaker in Chicago News 


“WATCH OUT FOR THIS STRATEGY!’ 


or its allies to get such bases while the 
Korean war is on. President Truman or- 
dered the U.S. Navy to prevent any 
Communist attack on Formosa from the 
mainland and he also requested the Chi- 
nese Nationalists to quit attacking the 
mainland. When there is peace in Korea, 
the President has said, the U.S. Navy 
can leave the Formosa Strait. 

Does the U.N. approve of that? 

The U.N., so far, has only agreed to 
take up Communist China’s complaint of 
U.S. “armed invasion” of Formosa. We 
voted in favor of taking up this item. 

Isn’‘t Formosa a part of China? 

Not legally, not vet, as we see it. For- 
mosa was taken from Japan when the 
Japanese surrendered. Our Navy took the 
Chinese Nationalist forces there to accept 
the surrender of the Japanese. But the 


13 





U.S. News & World Report 











IN GERMANY, RUSSIA PUTS YOUNG COMMUNISTS TO GOOD USE 





It's a struggle for control of Europe’s most feared industrial machine 


final disposition of Formosa is to be de- 
cided by international agreement. 
Why are we involved in Formosa? 
President Truman said that a Chinese 
might 
forces 


Communist invasion of Formosa 
threaten the security of U.N. 
fighting in Korea, that it might turn what 
is now a localized war into a general wat 
between Communists and U.N. or U.S. 
forces all over the Pacific. 

How do President Truman and Gen- 
eral MacArthur differ on Formosa? 

General MacArthur, in a statement 
now made public, said that the U.S. 
must keep Formosa out of the hands of 
any power hostile to the U.S. because the 
island could be used as “an unsinkable 


aircraft carrier” against U.S. Pacific de- 
fenses. He implied that the U.S. should 
keep Communists out of Formosa  in- 
definitely, by force, if necessary. Presi- 
dent Truman_ has that the U.S. 
would welcome consideration of the case 
of Formosa by the U.N. So far he has 
not excluded the idea that Formosa may 
one day become a part of Communist 
China, although we do not vet recognize 
the Chinese Communist Government. 

Why don’t we recognize Communist 
China? 

Chiefly because Chinese Communists 
have treated us as enemies. They have 
jailed our diplomats and pushed them 


said 


around without respect. 





YUGOSLAVIA’S TITO 1S DOWNRIGHT DEFIANT 
Russian diplomacy occasionally slips up 


But the Russians in Moscow treat us 
as enemies too, don’t they? 

Well, it’s not pleasant for U.S. repre- 
sentatives in Moscow. But thev are not 
mistreated or jailed. 

Why do we bother keeping people 
in Moscow and the satellite countries? 

They are at listening posts, they con- 
tribute something. Also, relations between 
the U.S. and Russia may change and it 
would be useful to have our diplomats on 
the spot. We do not regard war as in- 
evitable and a break in relations might 
suggest that we wanted a war. 

Isn’t Communist China just another 
Russian satellite country? 

Not entirely. We doubt that Moscow 
can command Mao Tse-tung. China's 
Communist leader, as directly as Moscow 
commands. say, the Bulgarian Commu- 
nists. Mao’s Communists got where they 
are prettv much on their own. and the 
Chinese bv nature are shrewd bargainers. 
The Russians still want control of Man- 
churia, and the Chinese Communists 
want it. too. So they're not complete 
under Moscow's thumb vet. They mat 
never be. That depends on events. 

Do we expect Moscow to start more 
local wars like the Korean war? 

We're watching for that. of course 
But. for action similar to that in korea, 
Russia needs a puppet force. Moscow 
would like to have the Chinese Commu- 
nists invade Burma or Indo-China. but. s' 
far, the Chinese haven't fallen for that. 
There’s no sign Communists in Iran ar 
strong enough to grab that country. 

What about the Balkans—couldn't 
the Russians start a local war there? 

They could; they want to overthrow 
Tito’s Government in Yugoslavia. But 
there are Russian troops in the Balkans 
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They might get involved. That would 
bring on a general war. 

Couldn’t Russia grab West Germany 
with East German troops? 

It would be impossible because Rus- 
san troops are running East Germany. 
They are responsible for what East Ger- 
mans do. Moscow may start preparing 
for the use of force in Germany. If it 
does, we'll take steps, too. 

What kind of strength do we need to 
back up our policy? 

That’s up to the military. Generally, 
we need small mobile forces at various 
points around the world, depending on 
commitments. They would meet crises as 
ut forces in Japan did in Korea. 

So we expect more Koreas? 

We're on the alert for them. After all, 
Russia’s leaders have a bear by the tail 
band can’t let go. They're frightened of 
the people they rule. They know that liv- 
ing standards in Russia and elsewhere in 
Russias sphere can’t be compared to 
Western standards. So they want to re- 
move U.S. influence in Europe and Asia, 
fue trying to mobilize public opinion 
ainst us there. 
ls trouble inside Russia 
change our policy abroad? 

It might—if it would change Russia’s 
policy. The old fanaticism among Mos- 
w Communists seems to be dying out, 
éven among the young. There may be a 
stuggle for power when Stalin dies. But 
We can't count on that. We must continue 
lo try-to contain Russia. 

Has that worked so far? 

It has worked in Europe, which is 
most important. Yugoslavia is defying 
Moscow, and the Communists have lost 
out in Greece. Russia has made no ad- 
vance in Germany. Even in Asia, Japan 


likely to 
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IN JAPAN, STALIN HAS HIS EYE ON FIGHTING MEN 
It’s the only country in Asia capable of producing a modern army 


remains outside the Soviet orbit and 
China cannot become a great industrial 
power in less than a generation. 

Then the Russians aren‘t so successful 
after all. What's their weakness? 

There are many weaknesses in Rus- 
sians policy. They miscalculate, they 
aren't subtle. They consistently misjudge 
the U.S. reaction. Whenever the U.S. 
seems to exhibit confusion and weakness, 
the Russians obligingly come through 
with something like a Berlin blockade. 
They made the mistake, for example, of 
causing us to rearm although they know 
we can rearm without going broke. If the 
Russians were more subtle they might 
butter us up with soft talk. 








-U.S. Army 


Is Russia impressed by our rearming? 

Russia is always impressed by strength, 
but only if the strength is maintained. 
If Moscow thinks our rearmament is a 
one-day wonder to meet an emergency, 
to be allowed to decline later, then Mos- 
cow won't worry, won't be checked. The 
struggle with Russia isn’t a one-day af- 
fair; it’s a long-term affair. 

So our world policy is clear and 
fixed, then? 

Clear, ves, in the sense of over-all ob- 
jectives, but fixed, no. Our policy must 
remain fluid and elastic, ready to meet 
events. It cannot be static. We cannot 
count on real peace, but we must not 
consider a general war inevitable. 
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CHINA‘S MAO IS NOT ENTIRELY ‘RELIABLE’ 
Manchuria may prove to be a stumbling block 
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Floating Bases Show Their Value 


Reported from TOKYO 


Navy and Marines are win- 
ning a new lease on life in Korea. 

Carriers, as floating air bases, 
are bringing Communist targets 
within easy bomber range. Ma- 
rines show the value of a fight- 
ing force trained for tough, fast- 
moving combat. 

Result: Navy-Marine power is 
being expanded. Idea that both 
would spend the next war on the 
side lines is out, for now. 

TOKYO 

War in Korea is giving a new boost 
to U. S. Navy and Marine forces. A 
vear ago, both were assigned to play 
minor, supporting roles in any future 


war. But they are in the thick of the 


fighting now and, in some cases, turn 
out to be the decisive factor. 

The result t quick shift in 
the attitude toward both the Navy 
Marines. Their forces on active duty are 


has been 


and 


being built up rapidly. Fighting ships— 
especially aircraft carriers—that had been 
tucked away 
put in battle trim and hurried off to the 
Korean war zone. The Marines are back 
at their old stand as the “minute men” 
in the Pacific. 

A close look at actual combat in Ko- 
rea shows why a “little war,” not calcu- 
lated into long-range U.S. defense plans, 
has prompted a revision of the idea that 


in dead storage are being 


air power and atom bombs had made the 
Navy and Marines almost obsolete. 





Navy, at war, clamped a blockade 
on the entire Korean coast in the first 
davs of the fighting. Field officers now 
say that the action was instrumental in 
preventing the North Korean Commu- 
nists from overrunning the entire Pe- 
ninsula before opposing forces could 
gather their strength. 

Early in the war the Communists man- 
aged to land a considerable force behind 
the South Korean lines on the east coast. 
But there have been no important land- 
ings since the blockade tightened. Cruis- 
ers and destrovers have carried out a 


number of effective offshore bombard- 


ments of enemy communications, war 
plants and other vital targets. 
In one instance, naval forces are 


credited with checking a Communist of- 
fensive that threatened to outflank the 
United Nations ground forces and over- 
run the vital supply port of Pusan. 
North Korean forces were pushing 
down the east coast against limited op- 
position from a South Korean unit. 
Cruisers steamed in close and laid down 
that blasted the Com- 
munist concentrations while American 
forces gathered strength for a counter- 
attack. A U.S. officer commanding in the 
area the commander of the 
combined British-American cruiser force: 
“Naval activity along this coast is be- 
lieved responsible for stopping full-scale 


a bombardment 


messaged 


offensive.” 

Aircraft carriers are showing up as 
valuable weapons in a Korea-type war, 
too. The Air Force, at the outset, was 
handicapped by the lack of operational 
bases in Korea and by the bad weather. 
B-29 bombers, designed for saturation 
strategic targets, were of 


bombing. of 
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NAVY CORSAIR ON A CARRIER 
. .. from limbo to Korea 
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limited value because there weren't 
many strategic targets to hit. Yet the 
most important targets were beyond 
fighter range. 

Navy aircraft carriers moved in to fi] 
the gap. They were able to ride along 
behind the “weather fronts,” which ob. 
structed attacks by Japan-based bombers, 
to points within easy fighter range of 
North Korean targets. From their decks. 
bombers took off for precision bombing 
raids on Communist installations. 

Since then, carrier-based bombers have 
been ranging from the Manchurian fron. 
tier down the peninsula to vital targets 
near the battle front in South Korea 
Navy planes, working in close support 
of ground troops, have taken part in prac. 
tically every major action since July. 

General Douglas MacArthur and his 
headquarters staff quickly acknowledged 
the importance of the carriers by calling 
for reinforcements early in the war. The 
day President Truman U.S. 
forces to resist the Communist invasion, 
only one Essex-class carrier—the Valley 
Forge—was in the Western Pacific. Bi 
the end of the vear, nine Essex-class car- 
riers are expected to be engaged in the 
Korean campaign. 

Marines, at war, look nothing like an 
“obsolete” force to their Communist op- 
ponents. The Army troops rushed t 
Korea in the opening days were inade- 
quately trained for the most part and 
many of the soldiers were physically unfit 
for the rugged weather and terrain they 
encountered. The Marines, on the other 
hand, impressed evervbody with. their 
excellent training. 

The Marines were the only American 
fighting outfit at the outset that had been 
especially trained and equipped for the 
speedy movement and type of combat 
called for in Korea. They carried their 
own supplies and equipment for the first 
phase of the operation, and they brought 
along their own tactical air support. 

he air-ground co-ordination of the 
Marine force has been a spectacular show 
to field commanders. Army and Air Fore 
so far have failed to develop anything 
like the close air support that accon- 
panies Marine troops. Some officers sa) 
this effective air-ground co-operation 13s 
helping materially to turn the tide of wat 
in Korea. 

Marine Corsairs, operating from so 
called jeep carriers 50 miles offshore, con 
sistently strafe enemy positions within 
100 yards—and often within 50 yards—0! 


ordered 
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Marine infantry lines. During combat, 
the planes are over the front in relays 
during the daylight hours and can be 
summoned to trouble spots by ground 
control officers on a minute’s notice. The 
planes are directed by pilots attached to 
the most forward infantry units. By radio, 
they guide fighter planes to targets often 

ily a few feet in front of infantry lines. 

Here is an eyewitness illustration of 
how the Marines fight: 

Communist forces had managed. to 

ush about 5,000 troops across the Nak- 
tong River below Taegu. The Marines 
were ordered to drive the enemy from 
three hills and back across the river. 
Artillery and Corsairs worked over the 
Communist positions on the ridge, then 
two battalions of Marines started the 
ground assault. 

They had gone only a few hundred 
feet when they were hit by machine-gun 
and mortar fire from the front and flank. 
The Marines suffered heavy casualties, 
but they kept pushing ahead. One war 
correspondent who witnessed the attack 
said, “They were fantastic. They seemed 
to ignore enemy fire. I wanted to yell to 
them to stop—to come back.” 
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Enemy tanks moved down a road on the 
flank and threatened to cut the Marines 
off. But the attacking battalions ignored 
the threat. A third battalion, held in re- 
serve, sent out a party and eliminated 
the flanking threat by the tanks. Corsairs, 
meanwhile, flew in close just ahead of 
the attacking force, working over the 
ridge. The Marines moved ahead and 
routed the Communists. They retreated 
with little resistance. All the fight had 
gone out of them. 

The secret of the Marines’ air-ground 
co-operation stems in large part from 
their own training system. No officer is 
permitted to fly close tactical air-sup- 
port missions until he has served with 
the infantry learned the prob- 
lems and hazards that confront ground 
forces. Ground control officers are ex- 
perienced pilots with infantry training 
who know, often personally, the flyers 
they direct. 

Future role of the Navy and Marines 
in modem warfare is not settled definite- 
ly by the fighting in Korea. Even Navy 
officers concede that the fighting there 
provides no final answer to the question 
of the value of carriers in modern, all- 


and 


How Air-Ground Co-Operation Pays Off = 


A front-line illustration of Marine teamwork between ground control 
officer, 25 yards from North Korean lines, and the leader of a Corsair 
squadron coming in for an attack: 
Ground officer to pilot: ‘See that tree near brow of ridge?” 
“Roger.” 


“See the bush about 15 yards to the right?” 
“Roger.” 


“They're just to the left of that bush. But be 
careful, pal; our boys are just 25 yards from 
them. Don’t miss.” 
“Roger.” 

Marine pilots in Corsair fighter planes swoop down on enemy posi- 
tions, machine guns blazing and scoring direct hits. 
“That’s it!” 

“Roger.” 


out war. It does demonstrate. howeve: 
that carriers are essential in areas where 
American forces hold no “real estate” 

that is, air bases within convenient range 
of vital targets. 

The carriers, so far, have been operat 
ing without any serious opposition. They 
have not been under air attack to any 
degree. Nor have the Russians supplied 
the Korean Communists with any of their 
modern submarines. Navy officers readily 
admit that such 
change things radically. Says Vice Ad- 
miral Charles T. Joy. Commander of Fat 
Eastern Naval Forces: “I hate to think 
what would happen if Russian subma- 
rines got into this war.” 

But Navy men in the fighting area ar¢ 
insisting that Navy carriers are important 
in the kind of war being fought in Korea, 
or the kind that might develop anywhere 
in the Pacific. And the Marines are gain- 
ing new stature, too. One officer is sug- 
gesting that a Marine division be sta- 
tioned permanently at Guam or 
other Pacific base to provide the type of 
“police force” needed for combat at dis- 
tant points on a moment's notice, such as 
the war in Korea. 


a development would 


some 
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Nation‘s Industry Geared 
For Both Guns and Butter 


Reported from DETROIT and CHICAGO 


War orders to industry won't 
mean big cutbacks in the things 
people buy. Volume of civilian 
goods is to stay high. 

New cars, in 1951, may total 
6 million. Television sets will be 
plentiful. Most appliances will 
be available, generally. 

Defense program, this time, is 
not big enough to upset things 
much. Most plants can take con- 
version in stride. 


Military production, in the months 
just ahead, is to be piled on top of a 
record outpouring of civilian goods. 
Orders for munitions are to be fitted 
easily into existing plant facilities. As 
a result, there will be very little real 
conversion of industry unless the Ko- 
rean war grows into all-out war. 

In the big manufacturing centers of 
the Midwest, arms orders are beginning 
to trickle in. They are small and are 
showing up only in scattered areas. In- 
dustry expects next year to bring some 
sizable orders. But, even then, only a 
small part of the nation’s productive ca- 
pacity will be required to produce the 
weapons and tools of war now contem- 
plated. It will be civilian goods, in the 
main, that will continue to keep industry 
humming. 

For consumers, this means that the 
auto industry will make between 6.5 mil- 
lion and 7 million passenger cars and 
trucks this year, and possibly close to 6 
million in 1951. There probably will be 
6 million television sets produced this 
year, and around 4.5 million next year. 
Record production of appliances, like- 
wise, will be reduced only moderately, if 
at all, in the months immediately ahead. 
Next year’s cut is not likely to exceed 20 
per cent, unless there is an expansion of 
war planning. 

Industry, generally, is expected to fol- 
low this production pattern. There will 
be variations, some of them important. 
Diversion of steel and other scarce metals 
could hit some industries hard. But, gen- 
erally, there still will be enormous quanti- 
ties of consumer goods available by nor- 
mal standards. 
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Arms orders, now, make up only a 
small part of the volume of goods being 
turned out by U.S. industry. Most of 
the orders are for planes and _ their 
components. One big Midwest firm is 
turning out jet engines for planes. An- 
other is making fuel pumps. A small 
Chicago manufacturer of metal hose is 
scheduling overtime production to fill an 
order for metal parts for planes. 

In the television industry, orders for 
radar and communications equipment 
have been placed with a few producers, 
and other producers are expecting orders 
any day. There is a stirring of activity in 
the auto industry, too. Cadillac is pre- 
paring to make tanks at Cleveland. 
Fisher Body is reported to be going into 
tank production in its plant at Grand 
Blanc, Mich., where it made tanks for 
World War II. Other auto and auto-parts 
companies are filling orders for mili- 
tary trucks and jeeps, machine-gun clips, 
undershirts and many other items. A 
much greater number of concerns are 
negotiating, or responding to inquiries 
from the armed forces, about military 
equipment that they may be asked to 
make soon. 

International Harvester Co., with an 
order for armored vehicles to be used 
as personnel carriers, is preparing to 
add a building to its Melrose Park, IIl., 
works. The company estimates it will 
need a minimum of 1,500 new workers, 
when the building is finished, to fill 
the order. 

By 1951, the full force of the Govern- 
ment’s expanded military spending will 
be felt. Aircraft orders will be large, and 
so will orders for electronics equipment. 
The television and radio industry, as a 
result, will be among the first to make 
a partial change-over to production of 
military goods. This change-over may in- 
volve 25 per cent of facilities and man 
power now going into production of 
television and radio sets. Sizable orders 
for the manufacture of arms also will 
be placed with the auto and appliance 
industries next year. The Cadillac tank 
contract alone will bring orders to 600 
parts firms. 

Military equipment, for the most 
part, will be made in idle or new plants. 
This will require less conversion from 
peacetime production, and will reduce 
reconversion problems later. Some manu- 
facturers say that building and equipping 
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new plants requires little, if any, mor J ™ April 
time than retooling of existing plants ff started. 
Civilian goods, meanwhile, will com F te resu 
tinue to keep coming in huge volume, ff they are 
only slightly below 1950. The cutback % compare 
in autos may be 10 to 15 per cent, and with tho 
this may be due as much to a drop in @ Actua 
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© month. ° 
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' Buying the family food is to 
| take a bit more cash. In a time 
r of plenty, housewives at market 
| find: 
Meat is up. So are most fruits, 
eggs, dairy products, many other 
things. The war gets most of the 
blame. 
| Seasonal supplies, reaching 
' stores, may bring markdowns on 
some items. But the long-range 
outlook is for a slow, steady rise 
of food prices. 





At a time when there is plenty of 
food in sight to fill the country’s 
normal needs, grocery bills are head- 
ing higher. The Korean war and 
preparations for defense are sending 
prices up. 

The table on this page shows how 
| prices already have risen in 13 principal 

cities since the Korean war started. Initi- 

ally, many of these increases were caused 

by seare buying. Now that flurry is pretty 

§ well worn out, but prices, after dropping 
a little, are working higher again. 

Adequate supplies are expected to put 

the brakes on any tendency toward a 
© price runaway, barring a big war scare. 
» Here and there, costs of individual items 

are to fall seasonally. But grocery bills, 
» asarule, are due to rise in months ahead 

unless controls are imposed. 

Price trends in principal items of 

food line up about like this: 
» Beef prices, which had started rising 
more ff in April, shot up after the Korean war 
lant. § started. They have eased off a little as 
con J the result of buyer resistance, but still 
ume, [ they are higher than in June. The table 
back [F Compares round-steak prices in 13 cities 
and § with those before the war in Korea. 
yp in | Actually there are about 2 million more 
wa & cattle and calves on farms and ranches 
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ence 8 plenty of grain to feed them. That 

own. § Means ample production of meat for nor- 


mal demand. Cattle and calves are to be- 

sin moving to market in volume late this 
» onth. That will bring a decline in prices, 

itary § Put this decline is expected to be only 

little } temporary. 

cot) § Pork and pork products, like beef, 

lave gone up since the fighting started. 
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Huge Supplies Are 


Pork chops, for example, are up about 
3.7 per cent, and bacon is about 12 per 
cent higher than it was in June. 

A favorable influence on pork prices, 
from the housewife’s point of view, is the 
fact that the spring pig crop this vear was 
larger than it was last year. These in- 
creased numbers of pigs are to begin 
moving to market in large volume late 
this month. As marketings increase, prices 
are expected to ease. 

There is considerable question, how- 
ever, whether prices of either beef or 
pork will go down far as the result of in- 
creased marketings or will stay down 
long. When people have more money 
they are inclined to buy more meat, even 
the expensive cuts. That raises prices in 
the long run 

Lamb and mutton present a different 
supply picture from beef and pork. Al- 
though autumn marketing is likely to 
force prices of these meats down some- 
what from present high levels, fewer 
sheep and lambs are being raised now 
than formerly. There is a good chance 
that, after a slight seasonal decline, 
lamb and mutton will go even higher 

Fish prices are backed by the fact that 
catches of several species are running 
lower than usual, while consumption is 
about average. Imports of canned fish are 
likely to be larger than they were last 
vear. Probability is that the consumer 
will find fish becoming more expensive 

Egg and poultry prices show an ad- 
vance in spite of supplies that are more 
than ample The grade of eggs that cost 
about 53 cents a dozen at retail in June 
now sells at around 65.4 cents. Part of 
this increase is seasonal, since egg pro- 


Rise of Retail Food Prices 
Since Korean War Began 


(National Averages) 


June 15 August 15 

Bread, Ib. 14.2c 14.9¢ 
Round steak, Ib. 98.6c $1.00 
Hamburger, lb. 35.le  594e 
Bacon, lb. 63.2¢ te 

Butter, Ib. Fi.te F246 
Fresh milk, qt. ¥%:6e  20.7c¢ 
Eggs, doz. 53.le 66.4e 
Coffee, Ib. 74.2¢ §2.7¢ 
Shortening, Ib. 32.56 34.56 
Sugar, 5 Ibs. 46.8c 50c 






BIGGER GROCERY BILLS AHEAD 


Barriers to a Runaway 





duction falls off in hot weather. Then, 
too, some thrifty housewives have been 
putting eggs on the menu in place of 
high-priced meats. Still, the Government 
is supporting the market by buying low- 
grade eggs trom drying plants. 

With thes¢4issing of hot weather, egg 
prices are expected to ease off some, but, 
even then, it is probable that eggs and 
poultry will not drop far below present 
levels. Later, they are to go higher. 

Coffee prices are subject to quick 
change. Since the war broke out, coffee 
has jumped about 11 per cent, partly as 
the result of hoarding and speculation. 
While people are drinking more coftee 
than formerly, less of it is being produced 
and stocks on hand in producing coun 
tries are low 
prices much higher. 

Sugar, like coffee, definitely shows the 
price effects of hoarding and scare buy- 
ing. The retail price in most cities today, 
around 10 cents a pound, is about 7 per 
cent above the mid-June figure. Govern 
ment purchase of Cuba’s big surplus 
boosts available supplies far beyond the 
amount the U.S. can consume, except 
in a major war. Sugar prices, thus, are 
expected to hold 
present levels 

Bread is costing the consumer. on the 
average, about three quarters of a cent 
more for a pound loaf now than before 
the war in Korea. Yet the rise in grain 
prices has not been large, and there is 
plenty of wheat. The crop this year was 
good. Besides, the Government has 312 
million bushels of old wheat that it 
bought in price-support operations. If the 
wheat market threatens to get out of 
hand, the Government expects to steady 
it by unloading these stocks. 

Probability is, thus, that 
not go up enough to force a further in 
crease in bread prices. If the new round 
of wage increases extends to bakery em- 
ploves, however, the price of bread can 
be expected to become a little more ex- 


A war scare easily can send 


somewhere around 


wheat will 


pensive. 

Dairy products have risen less in price 
than most other staples since the out- 
break of the war. The changes on butter 
and fluid milk are shown in the table. 
Milk output is adequate. 

The Government, until recently, was 
supporting the prices of milk, butter and 
cheese through purchases. As a result, 
it has on hand 356 million pounds of 
dried milk, 190 million pounds of butter 
and 105 million pounds of cheese. These 
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FOR THE FAMILY: FOOD IS PLENTIFUL, BUT HIGHER 
. and prices will continue to ease upward 
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FOR THE GOVERNMENT: 24 MILLION POUNDS OF NAVY BEANS 
. . . reserve stocks could be used as a price damper 
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holdings, it is felt, can serve as a damper 
on any sharp rise in prices. 

Shortening, although quite a pj 
cheaper than it Was a year ago, is about 
2 cents a pound higher than in mid-June 
Lard production is running higher thay 
last year and may hit the highest eye 
in six years at the seasonal peak. A ree. 
ord harvest of soybeans is in prospect 
As result of these factors, a temporan 
slump in shortening prices is Possible 
this autumn. 

Domestic fruits, for the most part, are 
to be expensive. Supplies of fresh fruits 
are at the lowest level since 1943 and 
more than 15 per cent below the prewar 
average. Price tags on noncitrus fruits 
probably will be above normal after the 
present seasonal decline passes. Citrs 
fruits already are high as the result of 
last season’s short crop. Whether citrs 
prices are to go down is to depend on 
how the autumn crop pans out. 

Vegetables, on the other hand, are 
not expected to show much change wp. 
less demand increases considerably, 
Potatoes are plentiful again, and the Gov. 
ernment still is supporting the price. 

Supplies of staple foods, thus, amount 
to more than the country would consume 
in ordinary times. Production is about 38 
per cent more than the 1935-39 average 
and 20 per cent larger than in 194] 
Stocks of most foods that can be stored 
are substantial. Exports are expected to 
continue considerably smaller than in 
several years, leaving the bulk of produe- 
tion available to the home consumer. 

Without the big defense program that 
now is being planned, prices of most 
foods could be expected to hold fairly 
steady, with a decline here and there 
The big expansion of defense spending, 
coupled with wage increases, means 
more purchasing power, however. With 
more money in their pockets, people 
will be inclined to buy more food. 

Added to this situation is the fact that 
the U.S. is making quite an increase in 
its armed forces. American troops ale 
well fed. Men in uniform usually eat 
more than they did as civilians. Besides 
although the war in Korea is small, it 
involves waste of food and other supplies 
Government buying of food, although it 
has not affected markets much yet, is t¢ 
increase as more men enter the services 
and as the fighting in Korea continues 

The outlook, thus. is for rising prices 
on most foods in the months to come ut 
less controls are imposed. The increases 
already have reached the point wher 
the Government is cutting down on its 
support buying. Unless there is an all-out 
war scare, the movement upward is & 
pected to be fairly slow and will be ac 
companied by a few seasonal declines 
but housewives can look forward to 
bigger grocery bills. 
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New Importance for New York Vote 
Political Shifts Make State Key to ‘50 and ‘52 


Presidential politics are get- 
ing a warm-up in New York 
now. Coming races for Senator, 
Governor set the stage. 

State campaign, getting start- 
ed, is important to both Demo- 
cats and Republicans, on a na- 
tional basis. 

1950 is regarded as a fest 
year for both parties. The real 
goal is to get set to capture New 
York's electoral vote in 1952. 


The electoral vote of New York in 
1952 is becoming a prime target for 
the 1950 congressional campaign. Re- 
publicans, after months of jockeying. 
are getting their ticket into shape for 
the gubernatorial and senatorial races. 
ind President Truman is taking an 
active hand in shaping the conditions 
for the campaign and throwing White 
House weight back of the Democratic 
candidates. 

From now until the November show- 
down, each party will be hammering 
way at New York, putting money, 
orators, literature, all the power it can 
muster back of the effort to win that State 
in November. Each party knows that the 
one that wins the Governorship and the 
Senate seat at stake there this autumn 
will have an edge over the other party 
in the drive to capture that State’s elec- 
toral votes in 1952. 

New York’s normal importance in 
presidential elections, as the State with 
the biggest group of electoral votes, is 
enhanced for 1952 by the fact that 
President Truman will be fighting for re- 
election with the record of having won 
his office with the slimmest majority of 
electoral votes that a Democratic candi- 
date for President has had since the New 
Deal came into power. 

Franklin D. Roosevelt won in 1932 
with 206 electoral votes to spare. He 
reached his peak in 1936, when he had 
257 more electoral votes than he needed 
to win. In 1940, Mr. Roosevelt had 190 
more than enough and in 1944, he could 
have thrown away 166 electoral votes 
and still gotten the Presidency. But Presi- 
dent Truman got just 37 more electoral 
Votes than he needed to win in 19 48. 
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Mr. Truman lost both Pennsylvania 
and New York in 1948. He managed to 
hold Illinois, alone, among the three 
States with the biggest number of elec- 
toral votes. The loss of the 28 electoral 
votes of Illinois, alone, would not have 
meant the loss of the election; but if Mr. 
Truman had lost Illinois, he almost surely 
would have lost the election. The reason 
lies in the fact that none of the big States 
stands alone in its voting. Each is a part 
of a network that includes the smaller 
States surrounding it. 

In losing New York and Pennsylvania, 
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sought long for a candidate to run against 
Democratic Senator Herbert H. Lehman, 
who is up for re-election. 

Similarly, the Democrats made a thor- 
ough canvass of the field in their search 
for a New York gubernatorial candidate. 
They pressed for Franklin D. Roosevelt, 
Jr., or Oscar R. Ewing, Administrator of 
the Federal Security Agency. And, to en- 
liven interest in the race and pull New 
York City residents out to vote in the elec- 
tion, Mr. Truman lent a hand by sending 
Mayor William O'Dwyer to Mexico as 
Ambassador. This dumps a contest for 
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Democrats looked to labor; Republicans to Mr. Dewey 


Mr. Truman also lost the States east of 
Ohio and north of Virginia except West 
Virginia, Rhode Island and Massachu- 
setts. If he had lost Illinois, it is almost 
certain that he would have lost one or 
more of the neighboring States in addi- 
tion to Indiana, which he did lose. The 
reverse side of the same pattern indicates 
that if he should carry New York o1 
Pennsylvania in 1952 he might hope to 
carry some of the neighboring States that 
were lost in 1948. 

Thus, in fighting to strengthen the 
foothold of the Democrats in New York, 
Mr. Truman envisages the capture of 
other States in the East which lie within 
New York influence. Politicians point out 
that few States stand alone in their vot- 
ing. Their influence is felt throughout an 
area. 

That is why Republicans put so much 
pressure on Governor Thomas E. Dewey 
to stay in the race. They feared to entrust 
the race to Lieut. Gov. Joseph R. Han- 
ley, who is strong upstate but weak in 


the big-city areas downstate. And they 


Mayor of the nation’s biggest city into 
the campaign. 

A top prize in the developing cam- 
paign is the labor vote in New York, di- 
vided as it is between the American 
Labor Party and the Liberal Party. In 
1948, ALP teamed with New York Pro- 
gressives and gave Henry Wallace 500,- 
000 votes. The Liberal Party produced 
223,000 votes for Mr. Truman. 

If Mr. Wallace had not been in the 
race, enough ALP votes to have carried 
the State probably would have fallen to 
Mr. Truman. He lost the State by fewer 
than 62,000 votes. Mr. Dewey got only 
45 per cent of the vote to carry the State. 

Now. Mr. Wallace has broken with the 
Progressive Party its stand 
in opposition to the Korean war. As the 
situation stands, ALP has no third-party 
presidential candidate in sight for 1952 
For this reason, Democrats are watching 
1950 for any sign of what ALP will do. 
Labor in New York can provide the an- 
swer to which way the State goes both 
in 1950 and 1952. 


because of 
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IF WAR CONTROLS ARE USED — 


Wage, Price Ceilings, Curbs on Materials 


Controls over businesses, indi- 
viduals will be used sparingly at 
the outset. But they'll grow if the 
war grows—fast. 

Voluntary and selective con- 
trols are to be tried first. That 
leaves it largely up to private 
business, with the Government 
standing by. 

But Washington can step in if 
things get out of hand; can freeze 
wages, prices, supplies, put strict 
‘ules on everybody. 


Businesses and individuals can get 
a line now on how they are to be 
iffected by war controls just voted by 
Congress. 

New economic powers, broad enough 
to affect the personal and business lives 
of everybody, are to be lodged in the 
White House and Government agencies. 
This is all set now in the Defense Pro- 
luction Act of 1950. 

Official idea, at the moment, is to ap- 
ply these powers piecemeal, to start out 
with fairly mild restrictions, then bear 
down later as defense needs grow, as 
prices rise, as scarcities develop. 

Net effect, ultimately, can be a 
whole new system of rules governing 
the way people run their businesses, how 
much they can charge for their products, 
how much they can pay employes. 

President Truman and the executive 
agencies around him get authority to 
tell businesses what they can produce, 
what and how much they can buy and 
keep on hand. They will be able to tell 
borrowers the terms on which they can 
get money to build new houses or new 
stores or to buy goods on the installment 
plan. Government will have power to ra- 
tion goods, to allocate materials, to as- 
sign priorities on the production sched- 
ules of industry. 

Nobody who produces, sells or buys 
goods will be beyond the reach of this 
grant of economic power. 

Price and wage controls will be on 
the books, for the President to use when- 
ever and wherever he finds them neces- 
sary. The Act contemplates giving volun- 
tary controls a first chance, then mov- 
ing into selective price freezes when 
voluntary methods fail. 
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The President will be directed by law 
to impose a general price freeze if the 
time comes when selective controls have 
multiplied so that they cover a “sub- 
stantial part” of sales affecting the cost 
of living. 

But there is this important proviso: If 
he freezes the price of any given com- 
modity, he must, at the same time, apply 
wage ceilings in the industry involved 
by that freeze. (See page 40.) 

The language of the Act on this point 
is broad. It is being taken to mean that 
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—Carlisle in New York Heraid-Tribune 


‘THE THOUGHT NEVER ENTERED 
YOUR MIND, DID IT, BOZO?’ 


Mr. Truman will have power to freeze 
prices at one or all of the steps between 
the production point and the consumer. 
By that interpretation, he also will have 
power to freeze wages at each step 
toward the retail level. 

If, ultimately, Mr. Truman orders a 
general freeze on prices, he must order 
ceilings on wages, salaries and other 
compensation. 

But the door will be open to “adjust- 
ments.” This means that control powers 
can be used for many purposes. If he 
thinks a particular industry or company 
is hit too hard, he can relax controls. If 
he wants to encourage production of a 
particular item, he can lift the price ceil- 
ing on that item. If he wants to induce 
workers to take jobs in some essential 
industry, he can permit pay raises in that 
industry. 


If pay ceilings are enforced, there 
probably will be some flexibility to allow 
for justified merit raises, incentive pay, 
bonuses in some cases. 

Rationing at the consumer level, J. 
most surely, would follow any general 
price freeze. The law gives Mr. Truman 
power to ration. 

No price “roll-back” to levels that pre- 
vailed before war started is to be ey. 
pected, even though, in making decisions 
on price ceilings, he is instructed to give 
“due consideration” to prices during the 
period of May 24 to June 24. 

Farmers will get special treatment. In 
general, the President will be prohibited 
from setting farm price ceilings below 
“parity’—or below actual prices of the 
period May 24-June 24, if levels ‘ther 
were above “parity.” 

Rents will not be subject to the price 
freezes authorized by this Act. but wil 
continue under controls provided by a 
separate law. Fees charged by profes. 
sional men will not be placed unde: 
ceilings. There will be no ceilings on 
prices of books, newspapers or maga 
zines. Advertising rates will not be 
frozen. 

Actually, no sudden rash of price o1 
wage freezes is to be expected. Mr. Tru 
man did not ask, for power to control 
prices on wages. Congress insisted on gi\ 
ing it to him. Administration men lean 
toward giving voluntary controls a long 
chance before cracking down. 

Agriculture Secretary Charles Brannan 
insists that, despite recent rises in agri- 
cultural prices, there is not a single prod- 
uct of U.S. firms that needs any controls 
at this time. Mr. Brannan hints, however, 
that ceilings may be imposed on a feW 
critical items, naming rubber, tin and 
copper. 

If prices keep rising, as now appeals 


likely, Mr. Truman may ultimately be 


pushed into wide-scale selective controls 
or even general controls. But that ap- 
pears several months away. 

Allocations of materials are expected 
fairly soon. Mr. Truman gets broad pow- 
ers in this area. 

In the beginning, these controls prob- 
ably will be largely on a voluntary basis. 
with mandatory controls held in readiness 
for use as needed. Various critica! indus 
tries may be asked to set up voluntary- 
allocations con.mittees to work uncer the 
Commerce Department, which is e¢* 
pected to be in general charge of alloca 
tions. 
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Government will see to it that military 
needs get first call on supplies of ma- 
terials. What is left over will be allocated 
; civilian production. 

There will be federal authority to re- 
quire a company to fill a particular order 
head of orders. Penalties, even 
wnder voluntary controls, could be stiff. 
\ recalcitrant company might find itself 
without an allocation of steel, copper or 


] . 
other 


ther raw materials. 

Government will be able to stop pro- 
duction of anything that interferes with 
defense. It will be able to shift an indus- 
hy or a company from one product to 
another, to limit output, to requisition 
materials, supplies or even plants. 

A new Government list of materials 
that are considered “critical at this time” 
ofers a clue to where controls may 
hit first. This list, published by the Gen- 
eral Services Administration, includes 11 
items: aluminum, cement, copper, lead, 
leather, lumber, paper, rubber. steel, 
wool and zinc. 

Inventories are likely to come under 
federal controls fairly early in the game. 
Here, too, the first effort may be on a 
voluntary basis. 

Businesses will be expected to keep 
their supplies of materials officially des- 
ignated as “scarce” down to “reasonable 
and normal” levels. Companies probably 
will be asked—and then, if necessary, re- 
quired—to make reports on inventories. 

Hoarding by housewives, too, can be 
prohibited. Few expect any attempt at 
rigid enforcement of such a prohibition. 

Credit controls are all set. A new 
Regulation W, governing consumer 
credit, had been written, and was ready 
to be issued, long before Congress com- 
pleted action on the control bill. 

Regulation W will be administered by 
the Federal Reserve Board. People who 
buy on the installment plan will be under 
a system of minimum down payments 
and maximum periods to pay off the 
balance. Only new installment accounts 
will be affected. The regulation will not 
apply to existing accounts. 
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Mortgage credit on new construction 
under Mr. Truman's control 
thority. This is in addition to controls 
exercised by the Federal Housing Ad- 
ministration and other agencies. 

Money to finance war production will 
be abundant. The new law guarantees 
that. 

To buy materials, build a plant or in- 
stall new equipment, a company with 
war orders will be able to borrow from 
a bank with a Government guarantee. 


comes 


Or, if necessary, such a company can 
borrow directly from the Government. 
The law authorizes an initial fund of 600 
million dollars for this purpose. 

_Under this section, the President may, 
ithe wishes, put new companies in busi- 
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DOWN 


Restrictions on 


ness to produce aluminum, steel, coppe1 
or other war materials. 

Other provisions of the new law. 
too, will have far-reaching eftects. 

Antitrust laws will be waived in cases 
where companies get together on volun 
tarv agreements requested by the Presi 
dent. 

Investigations and inspections of pri- 
vate property, as 
controls, will be 

Small business can be freed of con- 
trols in cases where the President sees fit. 

Labor disputes, if Congress has its 
way, will not be permitted to interfere 
work. Mr. Truman will have 
authority to set up an agency like the 


War Labor Board of World War II. 


necessary to enforce 


authorized. 


with wat 
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PAYMENT 
installment buying 


Other new agencies can be set up 
by the President as he finds necessary. 

Speculating in commodity markets 
by Government emploves or officials, if 
they do it on the basis of inside informa- 
tion, will be made punishable by fine o1 
imprisonment. This prohibition will ex 
tend to members of Congress. 

The hand of Government, unde: 
this new law, eventually can reach out to 
nearly kind of 
transaction. Actually, Mr. Truman is not 


guide every business 
vet ready to put the economy on an all 
out war footing. The important thing is 
that he will be in position to crack down 
whenever he wishes to do so. The author 
itv will be on the books. for him to do 


with as he sees fit. 
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THE NEW HOME 
Federal limits on housing loans 














CAN RUSSIA’S ARMY BE BEATEN? 


A GERMAN MILITARY EXPERT ANSWERS 
AN INTERVIEW WITH COL. GEN. HEINZ GUDERIAN 


Former Chief of Staff of the German Army 





EDITOR’S NOTE: Jf World War III erupts in 
Europe, defeated Germany will be a battleground 
between Russia and the West. Serious considera- 
tion is being given to rebuilding a German army 
to aid the defense forces of West Europe. 

To get the views of an outstanding general on 
Germany’s military role of the future, U.S. News 
& World Report interviewed Germany’s former 
Chief of Staff, Gen. Heinz Guderian, at his villa 
in Bavaria. His remarks do not necessarily reflect 
the ideas of Allied defense planners, but they are 
significant because of his intimate knowledge of 
German officers and soldiers. 
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CoL. GEN. HEINZ GUDERIAN almost beat Russia 
in World War II. Germany’s No. 1 tank strate- 
gist, he led his panzers to the suburbs of Mos- 
cow in 1941, only to be defeated by the fierce 
Russian winter and a massive counterattack. 

In the summer of 1944, Adolf Hitler plucked 
Guderian from the obscurity that followed his 
Moscow failure and appointed him Chief of the 
Army General Staff. He was captured in 1945. 

As a prisoner of war, General Guderian wrote 
a military command plan for future wars which 
has received careful study from the top military 
leaders of the United States. 








Q General Guderian, what could Germany do as 
a fighting force against Russia if war started? 

A If there is one soldier in the world who could 
stop an aggressor’s invasion into Western Europe, it 
is the German. 

Q How would you deploy the German divisions, 
and how would you arm them? 

A For reasons of security, the Western powers, 
chiefly those on the Continent, are inclined to think 
of using Germans either in partisan warfare, as 
guerrillas, or as light-armed infantrymen. Both of 
these ideas are, of course, complete nonsense. 

A light-armed infantry can never stop a mobile in- 
vasion from the East. Only all-armored mobile 
forces would have a chance. 

Q What about so-called balanced forces, with each 
country concentrating on a different form of arma- 
ment—perhaps Italy on mountain forces, Germany 
on infantry, France on tanks, etc., all under a single 
international chief of staff? 

A If you agree with this absurd plan, then you 
are a completely ignorant reservist from behind the 
front who has not the faintest idea of strategic prob- 
lems. First, if the Russians start a tank attack on a 
German infantry unit in the North, do you think we 
could wait until the French antitank division arrives 
from the South? 

Second, there are so many fundamental dif- 
ferences in the structure, the instruction and organi- 
zation of the different national armies, differences in 
language and mentality of the Allied armies, that you 


can’t mix them within one unit. Besides, you prob- 
ably can’t have a German commander, for instance, 
as commanding general of a French unit, just as you 
can’t have a French commander for a German unit. 

We Germans had enough experience with our allied 
forces in the last war. You can put confederate troops 
in a joint front only as full-armored mobile fighting 
units. Thus there is no use of arming Germans merte- 
ly with rifles or, if even that is too dangerous—th¢ 
prohibition against giving weapons to the German 
hunters, which still exists today, proves the fear— 
with knives or with something like flails. 

If you want the German in your defense of Europe, 
he must have equal rights in every respect. No Ger- 
man is willing to serve as a mercenary. 

Q Do you think that tanks could still play an 
active part in a future war? 

A Most people in the world—among them Defense 


Secretary Louis Johnson—seem to think merely of | 


A and H-bombs and the air forces when they speak 
of a future war. I think that the experiences of the 
last war are the best proof that the decisive battle is 
still fought in the clay soil here below. 

Q Under what sort of command should German 
divisions operate? 

A Under German command and Allied chief com- 
mand. Like other nations, Germany, too, must have 
a commander in Fontainebleau [regional military 
headquarters for the Atlantic Pact]. Manstein 
[former Field Marshal Erich von Manstein]. for in- 
stance, would have been the best man for this job. 
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German Soldier ‘Could Stop’ Invader . . . Mobile Units 





Essential . . . Decisive Battle Is Still Fought on Soil 


Also, every European country could be limited to 
manufacturing just one special kind of arms so that 
no nation needs to be afraid of another nation’s striv- 
ing after control of Europe. 

Q How many German divisions would be necessary 
to check a Russian invasion to the West? 

A We can talk about that question if we’re together 
in Fontainebleau. [It is understood that General 
Guderian considers at least 25 or 30 German di- 
visions necessary for successful defense.—Ed. | 


‘Don’t Underestimate Russian Soldier’ 


Q What do you think of the Russian soldiers? 

A The Russians are excellent, easily satisfied, 
enduring, tough and hard-fighting soldiers, and it 
would be the greatest danger to underestimate their 
strength as Hitler did. When Hitler started to invade 
Russia, it was the beginning of my disagreements 
with him. 

I feared that Germany had lost the war when we 
started war with Russia. Don’t underestimate the 
Russian soldier. They learned very much in the last 
war and they are fighting for an idea in which they 
sincerely believe. The soldier gets the best of every- 
thing in that country, the spirit is high and they all 
have a bitter hatred for the enemy. Nothing but 
technical superiority is likely to defeat them. 

Q What are your views now on German remilitari- 
zation? 

A It is certain we Germans will be the first to suf- 
fer in case of a Russian invasion to the West. I 
doubt that the Americans, in their present strength, 


Germany again and liberate it from the American 
capitalists.” There is no hope that the occupation 
forces could stop the Russians before the Rhine—or 
even before the Channel. 

Well, 35 divisions are planned for the defense of 
Western Europe. France, which with 20 divisions is 
to provide the main body, is far from having 20 di- 
visions fully armed or ready for immediate fighting. 
Many of them are in Indo-China. It is the same in 
Belgium. Many Dutch troops are in Indonesia. The 
greater part of the planned five or six British di- 
visions must still be called in, and probably won't be 
on the Continent before the Russians have reached 
the Channel. There is just the Swiss Army. The 
Italian divisions are still brigades. 

If I had the 4 billion marks which are spent yearly 
here for occupation costs, I would provide you a few 
German divisions which really could stop an 
invasion. 

Q How would you defend Western Germany from 
an armed attack by the Communists? 

A There are two ways: Create a powerful offset here 
to the East German “emergency troops,” their ‘‘Peo- 
ple’s Police,” as a magnet for the people on the right 
side of the Elbe River. And adopt policies that will 
combat Russian propaganda. You’re inclined to over- 
look the immediate danger of Russian propaganda 
in the West. 

Q In the last war, General, what defeated Ger- 
many in Russia? Was it space, or Russian arms, or 
winter, or what? 

A The malice of the Russian winter played a great 
part. yes. But what defeated Germany in Russia was 
the immense superiority in numbers of the Russian 
soldiers. With German soldiers I can defeat a three 
or even five-fold superiority of the enemy, but, if the 
proportion is one to ten or even one to eight, then, of 
course, even German soldiers have to capitulate. 


German Mistake in Ukraine 


Q Do you think that Germany made a fatal mis- 
take in dealing harshly with the population in the 
Ukraine and White Russia? Do you think that popu- 
lation was ready to come over to the German side at 
any time? 

A Yes, I think great mistakes were made in the ad- 
ministration of many occupied lands. But these were 
not mistakes of the Army: in both the Ukraine and 
White Russia our soldiers were highly welcomed. 


(Continued on page 26) 





[- would be able to defend Germany. I believe that they 
will have to abandon the larger part of our country 

an and retreat to the Rhine defensive position, if not be- 
hind the Pyrenees. 

nse Q Do you see any parallel between the events in 

- of Korea and the situation in Germany? 

eak A The analogy. of course, is striking. Here and 

the there, a country divided into two parts: here and 

€ is there, a fully armed and centralized Communist 
army, a so-called people’s police opposite an un- 

1an armed federal country: here and there, Moscow hid- 
ing behind the fanatical satellite. 

m- Of course, the Americans have not left Germany 

ave yet—and, enriched by the Korean experience, will 

ary not do so in the near future. But neither you nor I 

ein really believes that those few occupation forces here 

in- could really stop a Russian mobile invasion, even if 
it comes—as in Korea—under the guise of “Unite 

_—-——— 
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Q General, some of the younger former German 
officers have called you “‘Hitlerjunge”’ [Hitler boy} 
because you took no part in the officers’ revolt 
against Hitler on July 20, 1944, and because you 
followed Hitler again when, after the failure of the 
revolt, he called you back in his distress and made 
you Chief of Staff. Have you any comment? 

A How easy it is to charge somebody with these 
reproaches today! These cheeky young boobies 
don’t know anything at all about the real back- 
ground of those events or, moreover, of a thing 
called responsibility. 

I had an understanding for the officers and poli- 
ticians of the German resistance only as long as 
they were striving to remove Hitler without blood- 
shed. But murder? No. What would Hitler be 
today if he had been murdered then? A martyr! 
Not he but his murderers would have been charged 
with the guilt of the lost war. 

The only consequence of Hitler’s removal would 
have been chaos among the leaderless German 
troops and the unchecked advance of the Rus- 
sians. If the Russians are today at the Elbe River 
and not on the Rhine, and so 250 miles farther 
from England, then it is our merit. 


Hitler's Weakness as Strategist 

Q How do you appraise Hitler's leadership? 

A Well, Hitler was only a corporal during World 
War I, so naturally he did not possess the organi- 
zational and strategic knowledge of fighting a war 
that a Regular Army officer, with his solid 30 
years of experience, has. What Hitler had, how- 
ever, was a good instinct. 

For instance, he would order an attack against 
X. But. when you tried to discuss with him techni- 
cal problems, such as how much time you’d need 
to move troops to point X, then he’d put on his 
dictator air, which you can find described in lots 
of postwar books—mainly by those who couldn’t 
possibly know anything about it from personal 
experience. 

It was tough luck that Hitler’s calculations 
proved to be right some times, despite the heavy 
doubts of his experienced generals. That was 
particularly so during the French campaign. This 
success naturally made Hitler feel gifted with the 
genius of a great military leader, and mistrustful of 
his generals’ advice. 

It certainly required a lot of courage to object 
to his lofty plans in his presence. Most of the 
generals did not even try to. But ask any one of the 
former German staff officers, and he will testify 
to you that I was one of the few who did risk it. 
It most certainly wasn’t too pleasant when he faced 
me with his fists clenched and hollered at me at the 
top of his voice. In my presence, however, he has 
never bitten into the rugs, as it is so frequently said 
today. Despite his dictatorial manners, I some- 
times succeeded in enforcing my opinions on im- 
portant matters. 


But you must not overlook one important factor, 
if you think yourself eligible to condemn the 
actions of the men around Hitler: the demogogic, 
and especially the suggestive, hypnotic power he 
had over other people. 

Q Do you approve the punishment of war crimes 
as administered at Nuremberg? 

A In principle I am, of course, for any kind of 
punishment for a cruel and sadistic act, executed 
out of a personal joy in cruelty. One of the main 
reasons why I was not tried at Nuremberg was 
that I was able to prove I did not execute some 
of those cruel Hitler orders. For instance, I re- 
fused to enforce Hitler’s order under which Ger- 
man soldiers, caught murdering, looting or show- 
ing lack of discipline in enemy countries, were not 
to be tried by courts-martial any more. 


Unified Command for U. S.? 


Q In the United States, General, your ideas on 
military organization have created considerable in- 
terest. Can you tell us how you came to write a 
military command plan which 1s now under con- 
sideration by American officers? 

A During my confinement as a prisoner of war 
after World War II, I got involved in our camp in 
a little argument with three young American of- 
ficers. The point—should all three armed services 
be subordinated under a single command, or 
should each maintain its independence? I said 
yes to a single command; they, no. 

Then they asked me to express my thoughts in 
writing so they could study them more intensely. 
On 20 typewritten pages I then tried to prove my 
case by an historical survey of the development of 
the Prussian army organization up to the end of 
World War II. ; 

My manuscript was submitted to Washington as 
a top secret paper, though without my ever obtain- 
ing a translation of it. General Bradley, who, like 
many other American generals agreed with my 
ideas, showed President Truman the manuscript, 
who, I understand, also shared his opinion. This 
is how I got tangled up into an argument between 
the American Navy, Army and Air Force. 

The resulting tendency towards centralization of 
power in U.S. defense was, perhaps, the reason for 
the suicide of Secretary Forrestal and for the fact 


that a U.S. Senator, full of annoyance, said my 


report seems to constitute a sort of Bible for the 
majority of American officers. 

There has been much quarreling in the States 
over my idea of an Armaments Office. I did not 
mean to suggest control of all industry by this 
office. The ‘War Production Board” within the 
Armaments Office is to centralize the different 
Production Boards of the three armed services. I 
mean, if the Navy needs a certain drug, and 
the Army needs the same thing, why not sup- 
ply both of them by one centralized Production 
Board? 
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MERCK adas 


' medicinal chemical plant to Pennsylvania’s 


growing chemical industry 





Merck & Co., Inc. ... one of the leading producers 
of fine and medicinal chemicals in America and a 
company which has played an important part in 
the development of many of the new drugs like 
streptomycin, penicillin, the sulfa drugs, vita- 
mins, and cortisone ... has leased the Chero- 
kee Ordnance Works at Danville, Pa., 
begin production of some of these products here 


and will 


next Spring. 

Merck is investing substantial sums in this 
operation, in modernization and additions, and 
has an option to buy the plant. 

GEORGE W. MERCK, Chairman of the 
Board, said: “One of the present Merck plants 
first began its operations in Pennsylvania over a 


century ago, and we are all delighted that we are 


S 





continuing in Pennsylvania on a large and in- 


creasing scale. The Department of Commerce and 
the citizens and business men in the Danville- 
Riverside Community have been very helpful and 
co-operative, and we are sure we are going to have 


happy and prohtable operations there.” 


WHAT THIS MEANS TO YOU 


Millions of new capital being poured into plants 
in Pennsylvania is the best evidence that many 
companies, large and small, find Pennsylvania a 
fine place for them to do business. We are sure you 
will find it equally fine. We will be glad to help you 
gather any facts you need on sites, markets, raw 
materials, labor supplies, taxes, etc. Write for the 


booklet ‘“‘Business Grows in Pennsylvania.” 


Commonwealth of Pennsylvania 


DEPARTMENT OF COMMERCE 


James H. Duff 


Governor 


PENNSYLVANIA WEEK ° 


Harrisburg, Pa. 


Theodore Roosevelt, III 
Secretary of Commer 


OCTOBER 16-22 








Now — Kimberly-Clark brings you 


Premium Papers at 
Economy Prices! 


Four new fully-coated Levelcoat* papers with new fiber... 


new formula ... now assure premium quality press performance 


and reproduction at the cost of ordinary paper 





SALES APPEAL IN LOGS? YOU’LL SEE IT WHEN THEY’RE MADE INTO NEW PREMIUM LEVELCOAT! 





Before choosing any printing paper—Look at Levelcoat 


New HIFECT* 


Made with the addition of strong 
sulphate-cooked fibers. Perma- 
nence, foldability, dimensional sta- 
bil.ty make Hifect ideal for covers 
or any fine letterpress printing. 


New LITHOFECT* 


For finest offset printing, Litho- 


fect provides a moisture-and- 
pick-resistant coating. Offers 
outstanding foldability. Renders 
colors without loss of density. 


New TRUFECT* 


Whiter, smoother, folds even 
better than before. Trufect, for 
letterpress, offers faster ink set- 
ting time, greater press depend- 
ability, finer reproduction. 


New MULTIFECT* 


An economy sheet for volume 
printing. Now Multifect has 
added strength, better foldability, 
greater uniformity ream-on-ream. 
A smooth performer on the press. 
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EVER TRY DIGESTING WOOD? It’s done at Kimberly-Clark 
when “postage stamp” chips are charged into acid-filled, 35-foot-high 
digesters. 10 hours of precision “cooking” turns these specially selected 
wood chips into pulp of controlled consistency. Added to other 
ingredients, its part of the secret behind Levelcoat’s great new 


strength and resiliency. It's the premium paper. 





““FACE POWDER” FOR LEVELCOAT’S “‘COMPLEXION.” As an 
aid in imparting the proper surface to all Levelcoat papers, only 


the coating 


soft, white clays of face powder texture are used it 
formulation. And now. a finer, more delicate balance of all coating 
ingredients gives new Levelcoat the smoothest, whitest printing sur- 
face in Kimberly-Clark history. 





PRINTERS PICK THE PAPER THAT’S PICK RESISTANT... 


because Levelcoat is known not only for exceptional pick resistance, 


but for the many other essential qualities of a truly outstanding 
paper. And like the above pictured test for slack areas in the sheet, 
Levelcoat is checked 79 times from tree to press to assure the press 
performance and reproduction of higher-priced paper! 


Now you can make every impression a far better impression 
without an increase in printing cost! For standard-priced 
Levelcoat gives you the press performance and repro- 
duction of higher-priced paper! 

The secret is the new longer, stronger LongLac sulphate 
fiber ~and Kimberly-Clark’s own newly-perfected clay 
coating formulation. You'll see new whiteness and bright- 
ness, feel new smoothness, in all four Levelcoat papers. 
In make-ready, on large or small presses, you'll discover 
new economy and dependability. Finally, in comparing 
reproduction with that of any other paper, at any price, 
vou ll agree there’s a striking new difference in the 
quality of printing achieved — with less waste — on new 
Levelcoat. 

So regardless of your paper requirements — for long runs 
or short runs, for advertising pieces, magazines or house 
organs — look to Leveleoat for printability at its best. Yours 


—at the cost of ordinary paper. 


SEEING IS BELIEVING. Now you can buy with confidence, for 


Levelcoat is tested on actual printing jobs before it reaches the mar- 
ket. Reprints. available to you, tell far more convincingly than a 
thousand words, how your purchase of Levelcoat will perform. It’s 


proof before you buy that new Levelcoat gives you the printability 


of higher-priced paper. 


KIMBERL 
CLARK 


CORPORATION 
NEENAH, WISCONSIN 





ape \ 
Kimberly 
Clark 


taece 


SS, 


* TRADEMARK 











TEAMWORK IN KOREA 


AN INTERVIEW WITH 
REPRESENTATIVES HUGH D. SCOTT, JR., and HENRY J. LATHAM 


Reserve Officers in the U.S. Navy 





EDITOR'S NOTE: Two members of Congress— 
Hugh D. Scott, Jr., of Pennsylvania, and Henry 
J. Latham, of New York—have just completed 
a tour of active duty with the Navy that put 
them into the midst of the fighting in Korea. Be- 
cause of the nature of their assignments, now 
completed, they were able to view at firsthand 
the operations of U.S. land, sea and air power 
and to appraise the tactics and strategy of all 
three services. The editors of U.S. News & World 
Report interviewed the two officers together by 
telephone at a port in the Pacific 
as they route to Washington 
sume their duties in Congress. We present the 
interview here. 


overseas 


were en to re- 





HuGH D. Scott, JR., of Philadelphia, was chair- 
man of the Republican National Committee dur- 
ing the 1948 presidential campaign. He is now 
serving his fourth term in the House of Repre- 
sentatives. Mr. Scott was a commander in the 
Navy during World War II and entered Japan 
the day U.S. forces began the occupation of that 
defeated enemy nation. 

HENRY J. LATHAM, whose home is in Queens 
Village, N. Y., resigned from the New York State 
Legislature in 1942 to go on active duty with the 
U.S. Navy, first as a lieutenant (j.g.). During the 
war he saw service in both the Atlantic and Pa- 
cific theaters. He was elected to Congress on the 
Republican ticket Nov. 7, 1944. 








(By Overseas Telephone Between 
Washington and a Pacific Port) 


Q How did you both feel to be on active duty again 
after your service in Washington? 

A This is Scott talking. Active duty reminded both 
of us, I think, of old times, because we both served 
in the Pacific during the war. 

Q What rank did you have this time on active 
duty? 

A (Scott) I was on active service as a commander, 
and Mr. Latham as a lieutenant commander. 

Q Now tell us about your experience. Were you 
at sea all the time, or were you on shore part of the 
time? 

A This is Scott. We were with a carrier task force. 
We briefed and rebriefed pilots and flew on a combat 
mission, we reconnoitered with an advanced Marine 
party in the Naktong bulge operation. We flew over 
most of the enemy front and watched the air-support 
operations. We talked to enlisted men, top officers, 
South Koreans, members of all the services. We also 
had a chat with General MacArthur and we saw the 
American wounded being evacuated, and interviewed 
Army and Marine casualties. 

Q Now, Mr. Scott, what impressed you most? 

A The answer to that is that this is a far tougher 
war than many people think. 

Gen. Walton Walker of the 8th Army was in both 
World War I and World War II and he told us, 
“This is the toughest yet.’ Also, a Marine private told 


us that “this here battle of Naktong bulge is tougher 
going than Guadalcanal.” 

Q Isn't that largely due to the fact that the terrain 
is mountainous and most of the operations in the 
Pacific were on fairly level territory? 

A Oh, yes, I think so. It’s terrible territory—even 
the valleys don’t keep straight: long enough to fly 
down—there are right-angle valleys, and curves. 

Q You had a chance to see air power, land powet 
and sea power in action. What is your impression of 
the value of air power in a place like Korea? 

A This is Latham. I think if we didn’t have naval 
air power out there we would be off the peninsula 
right now. 

Q Why do you say that? 

A Because I went on a strike mission and I saw 
how effective naval air is. There are a lot of advan- 
tages to it. 

With carriers, the Navy has floating airfields. They 
can take the planes in close to the strike area or the 
target area and put them over the target. And with 
their mobility they can be shifted to another area. 
If something should break out in Formosa, for in- 
stance, or the Philippines, or any place else, you could 
quickly shift your power. 

Q We were thinking particularly about air powet 
in co-ordination with ground troops. Did you se 
that? 

A In the target area the planes were supporting 
ground troops—particularly the Marines, where fliers 
are trained right with the troops. The Marines had 4 
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Ground-Air Co-ordination Working ... Close Support 


Helps Troops’ Morale ... ‘Tougher Than Guadalcanal’ 


balanced team which was tremendously effective. The 
naval air is doing the same thing and of course the 
Air Force also is supporting ground troops. 

Q Is the greatest amount of support for the ground 
troops supplied by planes that are coming from car- 
riers? 

A Well, the carriers were the only ones who were in 
there, at first, I believe. I don’t know too much about 
the Air Force operation. 

Q What do you think about the low-level bombing 
ys. the high-level bombing in an operation like this? 

A You mean from an aircraft carrier? 

Q Yes. 

A Well, on the carriers the most effective plane is 
what they call an AD Skyraider. It’s a dive bomber. 
It’s a tremendously effective plane. 

This particular plane does accurate pin-point 
bombing of specific military targets. In addition to 
bombs, it carries rockets and, of course, 20 mm. can- 
non. After it delivers its bombs on the target, then it 
is a wonderful fighter and is used for strafing troops 
and going down close and supporting troops on the 
line and picking out camouflaged targets. 

It’s a very effective plane. I think that it is the most 
effective plane that is being used in the Korean area. 

A This is Scott again. The troops are always very 
glad to see low-level bombing in close support, of 
course. They can see that, as against the high-level or 
strategic bombing, which they can’t see, and which 
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may ease up their condition two or three battles from 
now. But they can see the immediate advantages of 
what is happening in a given battle by the low-level 
bombing, so naturally they are very much pleased 
with it. 

Q Have you any idea about how many sorties a 
day a flier makes from a carrier? 

A (Latham) I would say the carrier pilots usually 
make two or three sorties a day. 

Q How long do they stay over the target? 

A That depends on such factors as the distance 
from the target, and the type of plane. The Sky- 
raider, which I think is the best plane for that type 
of operation, stays over the target two to three hours, 
depending on the nearness of the target to the carrier. 
Of course, the carrier can take them in close. That is 
one of the great advantages. 

Q Have either of you made any of these flights? 

A (Latham) Well, I went along on some of the 
strikes from a carrier, and we were in the air for about 
four hours. I didn’t time exactly how long we were 
over the target area, but it must have been about two 
hours at least, which is a pretty long time to keep 
fighting over a target area. 

Q What about the Marine Corps fliers? They come 
off the decks of carriers, don’t they? 

A They come off the decks of what are called jeep 
carriers—the CVE’s. 


(Continued on page 32) 
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Q What do you think is the most valuable role 
of the Navy in a war like Korea, based on your 
experience? 

A This is Scott speaking. That question is a 
little hard to answer. I think it’s a combination of 
all the services that the Navy performs. I think 
its greatest role so far has been the floating airfield 
it supplies. But perhaps almost equally important 
are the coastal bombardment and the interdiction 
of enemy movements along the coast. 

Q What about Russian submarines? Did you see 
any of them? 

A We didn’t see nor hear of any Russian sub- 
marines. 

Q Were you both up front with the Marines? 

A We were on the ground with the Marines. 


How Marine Integration Works 


Q What is your impression of their training and 
their suitability for this kind of warfare? 

A (Scott) We were tremendously impressed 
with the Marines and the way in which they act 
as an integrated team. It is a balanced organi- 
zation. 

As you know, the officers have to spend two 
years with the ground troops before they see any 
air service and they operate a completely inte- 
grated unit, whether ground or air. Their aviators 
can call up their ground-support controllers by 
their first names. A wounded marine told us, “We 
were taking a shellacking and I heard the sound 
of airplanes and I looked up and I said, ‘There’s 
Mike’s plane.’ ” That Marine system of standing 
cover, we think, is great for morale. 

Q Is there any system of that kind used by any 
of the other troops over there? 

A Not within our experience. 

Q Did you get into the thick of the Marine 
action? 

A We were right up at the Naktong with the 
Marines. We had the experience of going along 
with Gen. Edward Craig and a tank captain and 
some other marines. We found four undamaged 
fieldpieces ourselves and we helped to clear a small 
ridge there. 

Q Did you fellows carry rifles? 

A We were covered by men carrying carbines, 
and we had side arms ourselves. And right back of 
us, very close—and very comforting—were nice big 
tanks. We were awfully glad of that. 

Q What about the morale of our people on the 
fighting lines? 

A It’s excellent. We heard one marine say, for 
example, to General Craig’s jeep as we went by, 
“General, why don’t you let us go on across that 
river and go after those birds?” That was at the 
Naktong. 

I will turn you over to Latham, but first I want 
to say that we found the Army morale excellent. 
The First Cavalry and the Infantry regiments we 
saw held up beautifully. 


Q Did you see Negro troops? 

A Yes, we did. 

Q How was their morale? 

A We saw some wounded being landed on a hos- 
pital ship and they had great fortitude. I didn’t see | 
one of them give a whimper—not one. If they were | 
able to, they smoked their cigarettes and person- | 
ally I was awfully proud of those colored troops, | 

Q What about the general outlook in. Korea? 
How long do you think that fight is going to last? | 

A We can’t say exactly. It’s moving along well. | 
The time was, in the recent past, when the situation 
was very critical, but I think that time has passed. 

I think we are moving on to certain victory, but 
the exact timetable is hard to predict. 

Q How do the officers that you talked with fee]? 

A They feel that it is a pretty hot, dirty and in- 
determinate sort of war. But they are somewhat 
more hopeful and optimistic today than they were 
a couple of weeks ago, I think. 

We talked to General MacArthur—Latham and 
I had a luncheon with the General and Mrs. Mac- 
Arthur. They kept us two hours there, and the 
General praised all branches of the armed forces 
and expressed great satisfaction at their perform- 
ance. He said to us—this is a quote: “The tide is 
turned—definitely. We will utterly destroy the 
enemy’s forces and we will beat them before they 
get back to the 38th parallel.”” General MacArthur 
is in excellent health and seems younger than when 
I had lunch with him in 1947. All the services are 
loud in their praise of him. 


South Korean Fighting Ability 


Q Did either of you have an opportunity to get 
an impression of the South Korean forces? 

A We both want to say we’ve’ seen the South 
Koreans—Army, Navy and Marines—and they 
are a remarkably good fighting force. 

These South Korean marines move on foot. 
They’ve made as much as 80 miles in three days. 
They’ve killed more North Koreans than the total 
number of South Korean marines. They’ve cap- 
tured a lot of islands, evacuated refugees, inter- 
dicted shipping. 

They’ve sunk a lot of North Korean craft. Noth- 
ing moves by sea among the enemy forces now. 

They do need more trained officers to form the 
core of an effective naval defense force. Rear Ad- 
miral Sohn—that is Sohn Won-il, the commander 
of their Navy—asked us to introduce a bill to 
admit some four to six Koreans to the Naval Acad- 
emy when we get back and we expect to do it. 

Q What about the co-operation among our own 
services? 

A There is an excellent amount of co-operation 
between the various branches of the service out 
there. They exchange goods whenever they need 
them and help each other, and there is really a very 
friendly feeling between the different branches of 
our own armed forces. 
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OF THE WORLD 


TOKYO....LONDON....HONG KONG....BERLIN..../; 





>> Possibility of war between U.S. and Communist China has to be faced. 
March into Korea by 200,000 Communist troops from China is one distinct 
possibility. Invasion of Formosa is another. Either would almost inevitably 








put U.S. at war with Communist China. Tokyo, Washington, London are worried. 


>> Here's why official worries are coming to a head at this moment: 
Communist reverses in Korea, stalling of their offensive, means Russia has 





lost chance for easy conquest, must now be figuring how to hang on to Korea. 
Troop build-up along Manchurian border opposite Korea is well along. At 
least 200,000 Chinese Communist troops, well armed, are ready to march. 





Invasion force for Formosa is standing by, apparently ready. And the last 





chance to invade Formosa before weather gets bad expires about mid-September. 
Communist hints, threats are increasingly directed at Korea and Formosa. 





Self-defense alibis are now on the record. U.S., Communists allege, is in- 





tervening illegally in Formosa. U.S. planes, it is charged, have twice dropped 
bombs in Manchuria, over the Korean line, thus invading Chinese territory. 
Communists seem to be waiting for McScow and Peiping to give the word. 


>> The only people who know whether Joseph Stalin of Soviet Russia and Mao Tse-= 
tung of Communist China want a U.S.-Chinese war are Stalin and Mao themselves. 
In Washington, while there's growing fear of such a war, official tendency 





is to think the Communists are bluffing. It's reasoned that Mao can't risk a 
big war now, and that Mao and Stalin may not see eye to eye on it, anyway. 
In London, there's fear U.S. may somehow blunder its way into such a war. 
In Tokyo, close to China, you get two views. General MacArthur is said by 
some of his friends to welcome a Showdown with both Mao and Stalin. Other view, 
held by some Allied diplomats, sees a U.S.-Chinese war as a U.S. catastrophe. 
This has to be realized: U.S. officials don't know whether Communists are 
bluffing or not, don't really know what to expect. U.S. just hopes for the best. 





>> War prospect turns in part on how chummy Stalin and Mao actually are... In 
Hong Kong, after listening to Chinese refugees, after analyzing press and radio 
reports from Peiping, trained observers say this about the Mao-Stalin team: 
From the start, Mao has said China would follow Russia on foreign policy. 
He's lived up to it so far. Publicly, Mao gives increasing credit to Stalin's 
ideas and leadership, nowadays pats Stalin on the back every chance he gets. 
There's less talk in China of Mao as the great innovator. Stalin's picture is 
frequently put ahead of Mao's in public displays. Ties to Soviet bloc are now 














more numerous, tighter. There are trade ties with Russia and Eastern Europe, 


(over) 
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military-supply ties with Korea, Indo-China. No sign of a rift in any of this, 
In addition: Soviet planes, about 400 of them, are in Mao's hands. Soviet 








advisers and technicians are scattered throughout Mao's Army and Government. 
For the long pull, it's true, there are basic conflicts between Stalin ana 








Mao over Manchuria, many other things. In time, these conflicts may drive the 
two apart. But for the time being, it's safer to assume they get along fine, 





probably agree on any U.S.-Chinese war. Mao-Stalin rift is a hope, not yet fact, 


>> To help you size up the U.S.-Russian slugfest in the United Nations..... 
These are the points that Jacob A. Malik of Russia can claim credit for: 
He blocked further action on Korea curing August, gummed up U.N. machinery, 
He weakened the U.S.-headed coaliticn somewhat, shook India seriously and 





probably further divided U.S. from its allies over the question of Formosa. 
He used U.N. sounding board to spread Soviet propaganda around the world, 





especially to Asia. Malik was talking to Asia, not to people in the U.S. 
He laid groundwork for U.N. discussion of Formosa, for U.N. invitation to 





Chinese Communists to attend sessions later, maybe win that U.N. seat. 
On the other side of the ledger, among the points against Malik..... 
Russia's U.N. boycott was abandoned without the victory the boycott was 
intended to achieve--the ousting of Naticnalist China, seating of Communists. 





Russia's popularity in the West is probably at a new low as a result of 





Malik's performance. Feeling against Russia is harder, stronger than ever. 
But, on points, Malik can tell Moscow he won the August contest in the U.N. 


>> In Manila, capital of the Philippines, there's basis for this outlook: 

Help from U.S. is in the cards. Troops, aircraft are already reported en 
route to stiffen U.S. defenses in the Islands. Dollar aid, though perhaps with 
a good many strings attached to it, is expected. Result, it's figured, will be 
to shore up the present shaky Government, maybe enable it to clean out some of 
the grafters, do a better job of fighting the Communist-led guerrillas. 

Manila's worry, at the moment, is whether the guerrillas are in position to 
cut the capital's water and electricity Supply lines. Guerrillas now are 15,000 
Strong, hard to suppress. It's to take months, much U.S. aid, to lick them. 














>> For a quick look at some sensitive areas in Europe..... 
Eastern Germany: Separate peace between Russia and East German satellite is 





to be expected. Next. step is well-advertised withdrawal of Soviet troops, open 
arming of East Germans more or less on the Korea pattern. 
Finland: Strikes aren't likely to lead to any Soviet moves just now. What's 
back of strikes is political maneuvering among Finns as much as wage issue. 
Greece: New Government means some shifting to the right, towards the king, 
away from U.S. controls. But few expect the new Government to last very long. 
Turkey: Mass migration of 250,000 people of Turkish origin from Bulgaria to 
Turkey is now agreed to, under Bulgarian pressure. Ankara's guess is Bulgaria 
hasn't been able to communize the 250,000, wants them out of border areas for 
military reasons. Question is how many of the 250,000 are Communist agents. 
Czechoslovakia: Army overhauling indicates Russia isn't sure yet that the 
armed forces here are reliable. Idea of the new defense minister is to reorgan- 
ize the Army strictly along Soviet lines. Until this is done, modern equipment 
is restricted to the security police. They're firmly under Communist control. 
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Trained, Tough Revolutionaries Run North, Korean War, 
Linked to Moscow Through Russia’s Soldier-Ambassador 
Reported from TOKYO and WASHINGTON 


Battle-seasoned campaigners—many of 
them trained in Moscow—are running the 
Communist side of the war in Korea. In 
hack of them and their Government is a 
:ussian soldier-diplomat, a tough-minded 

Soviet agent who is beginning to emerge 
as the No. 1 man in Communist North 
Korea. 

Bit by bit, intelligence reports are re- 
moving the mystery that surrounds the 
rulers of North Korea. Names are being 
flled in here and there to end the 
anonymity of the Communist Army that 
crossed the 38th parallel on June 25. 

The names turn out to be those of 
Koreans who tought on the side of the 
Chinese Communists and who served in 
the Soviet Army before the war in Korea. 
Virtually all the men in posts of com- 
mand are thoroughly trained in the arts 
f Communist controls. 

At the top, operating in the shadowy 
background, is a positive link with Mos- 
cow. Next in line are a dozen men who 
run the North Korean Government and 
its armies in the field. They are expe- 
rienced in revolution, keen, well edu- 
cated, schooled in politics, trained in war. 
They were picked for their jobs by Russia. 

The line-up shows this: 
>Terenti Shtikov, the Russian Ambas- 
sador, serves in a dual capacity on the 
diplomatic and military sides. He not only 
represents the Russian Foreign Office, but 
also is attached to the Soviet Far East 
Military Command. His title is Ambassa- 
dor but he is a Colonel General in the 
soviet Army. 

Shtikov lives in a three-story mansion 

on the site of the old Presbyterian mis- 
sion in Pyongyang. He is a big, burly 
man, trusts no one. At least once a week 
he confers with the top men in the pup- 
pet regime. He keeps in close touch with 
Moscow. Under his direction, Soviet 
secret police keep a constant check on the 
lovalty of the Government officials. 
_ When Shtikov went into North Korea, 
he took with him some 5,000 Soviet ex- 
perts of all kinds. Upward of 3,000 of 
these were military men of various ranks. 
These men taught Korean soldiers all the 
Russian tricks. In all aspects of Korean 
ite, advice from the Russian experts 
mounted to orders. Surrounded by “ad- 
isers,” with every agency honevcombed 
vith Russian secret police, North Ko- 
tean Officials are quick to leap at the 
‘lightest prod from Shtikov. 

A seven-man military committee 
Was created on June 26, 1950, to run 
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KIM ILSONG AND JOSEPH STALIN SHARE HONORS IN KOREA 
.. a land run by hard-bitten men trained in Moscow 





two tomorrows.” 


—Ben Franklin's Almanac, 1757 


Until crystal balls become standard equip- 
ment for ye Board of Directors, there is no 
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more about Acme Steel prod- 
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ested. Address DEPT. US-90. 
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in the aircraft industry. 
sound, steady growth under the 
American business system of open 


made 285 consecutive dividend 
payments to our stockholders. 
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the country in the present emergency. It 
has absolute powers. . 
> Kim Ilsong, the Premier, is chairman. 
Considerable mystery has been built up 
around him, since his name is the same 
as that of a famous Korean guerrilla hero. 
The real story, shorn of legendry, as told 
by Japanese who have known Kim 
through the years, is that he was born 
in Pyongyang in 1912, the son of a 
schoolteacher and revolutionary leader 
who died in Manchuria. 

The son, Kim Ilsong, went to school in 
Manchuria, joined a young Communist 
league at 14 and when he finished middle 
school became the league’s secretary at 
Kirin, Manchuria. When Japanese in- 
vaded Manchuria in 1931, Kim organized 
a small guerrilla force with about 30 
friends. 

As anti-Japanese forces grew into an 
army in Manchuria, Kim became its po- 
litical commissar. The commander of the 
army died, and Kim got the job. The 
army worked in collaboration with Chi- 
nese Communists. Several times Kim was 
reported dead. At one time the Japanese 
offered a million yen for his capture. 
Japanese officials who ran Korea in the 
1930s say there is no doubt that this is 
the same Kim. He would have been in 
his early 20s then. 

During the war, Kim went to Moscow 
and served in the Russian Army. He is 
said to have led one of the two Korean 
units that fought at Stalingrad. At the 
end of the war, Kim was a colonel and 
had won the Order of Lenin. When the 
Russians took over North Korea, Kim 
came back, first as Secretary General of 
the Korean Communist Party, then as 
Premier of the puppet regime. 
> Pak Honyong, Vice Premier and 
Foreign Minister, has been active in Far 
Eastern Communism since 1920. He is 
said to have been trained in Russia and 
to be a graduate of Lenin University. In 
1925, he directed the organization of the 
Korean Communist Party. He was in and 
out of Japanese jails in Korea all through 
the years up to World War II. After the 
war, he became a leader of the South 
Korean Labor Party, but was forced to 
flee to North Korea because of his inflam- 
matory articles. There he became one of 
the most influential Communist leaders. 
> Choe Yunggun, Minister of National 
Defense, Commander in Chief of the 
Army, with the rank of Marshal, is a 
graduate of Whampoa Military Academy, 
the West Point of China, and a veteran 
of the Chinese Eighth Route Army. He 
was exiled from Korea in 1925 and came 
back with the Russians in 1945 after a 
prominent career with the Chinese Com- 
munist forces. He took over the North 
Korean Democratic Party and_ trans- 
formed it into a Communist-front organi- 
zation. He is about 45. 


——— 


> Kim Ch‘aek, a top Communist leader 
sometimes takes over for Kim I]son, 
when the latter is out of the country. He 
is 47, a graduate of the Moscow Com, 
munist University, was an Organizer jr 
Shanghai. He is Vice Premier and \fip. 
ister of Industry. 

> Pak Ilu is in charge of the North Ko. 
rean secret police. He is 40 and has bee, 
a member of the Korean Communiy 
Party for 20 years. He was an anti-Japa 
nese revolutionary in the 1930s and { 

to Yenan to help organize the Kore: 

revolutionary army. 

> Hong Myonghui, 62, is the el, 
statesman of the regime. He is a Kore, 
scholar, well versed in the Chine. 
classics. He was educated in Japan, pul 
lished a newspaper and taught at Chosy 
Christian College in Seoul before Woy! 
War II, took little part in politics befo; 
1946. In 1948, he became active in Co 


AMBASSADOR SHTIKOV 
... is also General Shtikov 


munist opposition to the South Korean 
regime and was appointed a Vice Premier 
primarily to attract South Korean sup- 
port. Hong is given little authority. His 
eldest daughter is married to the Pre 
mier, Kim Ilsong. 
> Chong Chuntaek, 39, is chairman ol 
the State Planning Committee and is 
the industrial expert of North Korea. He 
was educated in Korea, is a graduate ol 
the Seoul Higher Technical School. 
Four top generals, working under 
this chain of command, have active 
charge of the troops in the field. The 
best known of ictualh 
is two layers down from the top. 
> Kang Kun, a lieutenant general. is 
First Vice Minister of Defense under 
Choe Yunggun, and Chief of Staff of the 
Army. He is reported to have lived im 


these generals 
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Kazakh in U.S.S.R. and may be a Soviet 

citizen. He was at one time a captain in 

the Soviet Army, served in Yenchi, Man- 

churia, and was a leading commander 
in the Chinese Communist forces. 

>Kim Il, a major general, is Second 

Vice Minister of Ni itional Defense in 

charge of the Bureau of Culture— which 

orobably makes him the chief political 
commissar of the North Korean Army. 
ie served in the guerrilla forces of Kim 
jong in Manchuria and moved on into 
the Soviet Union. 

In 1945, Kim Il was secretary of the 

Communist Party in Pyongyang and 

moved steadily into more and more im- 

yostant jobs in the internal Communist 

muling machinery. He is 40 and reported 
to be highly skilled in organization. 

Kim Muchong, now listed as a lieu- 
tenant general, is the field commander. 
He is Third Vice Minister of Defense. It 
is Kim Muchong who is believed to be 
directing the strategic movements of the 
forces in the field. He is an artillery ex- 
pert and skilled in guerrilla tactics, a 
technique that he picked up while serv- 
ing with the Communist forces in China. 

He is 45, spent most of his adult life 
in China as a professional soldier and 
Communist, although Korean by birth. 
He went to China in 1919. He was 
graduated from Whampoa Military Acad- 
emy, was regarded as a brilliant scholar, 
and rose to prominence rapidly in the 
Communist Army after the clash with the 
Chiang Kai-shek regime. He commanded 
a group in the Eighth Route Army. 

The General returned to Korea in De- 
cember, 1945, and stepped almost im- 
mediately into an important post in the 
North Korean Government. 
>Kim Changdok, commander of the 
North Korean Fifth Division, now plug- 
ging away at the offensive against Po- 
hang, is another veteran of the Chinese 
Eighth Route Army. He was an assist- 
ant division commander there. In China, 
he was known as Lee Duck Song. He is 
about 40 years old. 

These are the men who call the strat- 
egy for the North Korean Army and see 
that all other phases of the Government 
are keyed to their decisions. The Koreans 
are producing fertilizers, chemicals, steel 
and food and finding markets in the 
Soviet Union. They are getting from 
Russia arms, machinery, coal and oil. 
They also have gotten a large loan from 
Russia. In exchange for this, they gave 
Russia permission to establish naval bases 
along the North Korean coast. 

Steadily, they are drawing the ties to 
Russia tighter. It all fits into the back- 
ground and training of the men who are 
running affairs in North Korea. They are 
hard-bitten men who have had a rough 
schooling. And they have a direct party 
line to Moscow. 
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CRISIS IN EDUCATION PERSISTS 


Flood of Children Will Keep It Going 


School shortages—in  class- 
rooms and teachers—are back 
again this September, bigger 
than ever in some cases. 

Grade schools show the big- 
gest jam. They have to find room 
for a million more pupils than in 
1949. It means half-day courses, 
overcrowded classes, all the old 
problems. 

Acute troubles for education 
are here to stay for years as chil- 
dren, born in wartime, move up 
through the grades, high schools 
and colleges. 


Troubles are continuing to pile up 
for schools and colleges despite all 
efforts and money spent on education. 
All the old familiar problems—over- 
crowding, rising costs, teacher short- 
ages—are back again as schools re- 
open. 

At least a million more children will be 
enrolled in the grade schools than a year 
ago. Yet colleges this vear turned out only 
one third as many grade-school teachers 
as are needed. High schools, on the other 
hand, will have a surplus of new teachers, 
three for every one required. 

School building still is short of require- 
ments, even though new classrooms have 
been added at the rate of 500 a week for 
more than a vear. Costs of educating a 
child continue to soar. Spending per 
pupil, averaging more than $190 a vear 
in small cities, is double the cost before 
World War II. Teacher's pay still is be- 
low that of many skilled factory workers. 

Conditions and problems vary greatly 
from one level of education to the next, 
from community to another. The 
general prospect, giving parents and 
school officials an opportunity to check 
their local setups with the national situa- 
tion, is this: 

Grade schools find their troubles in 
the fact that enrollments continue to 
mount. The top chart on the next page 
tells this part of the story. At least 2.8 
million new first graders will flock into 
schools this autumn, almost as many as 
the schools had to absorb last year. Then, 


one 


38 


3 million new pupils created the worst 
school crisis in the nation’s history. 

Next year there will be another tem- 
porary drop in the number of newcomers. 
This dip in 1950 and 1951 is due to the 
decline in births during 1944 and 1945 
when many men were overseas. But 
1952 will bring the largest increase in 
history—3.7 million youngsters will start 
to school then. And the following year 
3.8 million more will have to be accom- 
modated. 

That is expected to mark the peak of 
the postwar enrollment boom. However, 
the Korean war already has fostered an 
increase in marriages. So nobody knows 
how high future birth rates, and future 
school population, will go. 

In any case, continued 
total enrollment is assured for 
years. This year it reaches 23.7 million, 
about 4 per cent above 1949. 

To care for newcomers and fill normal 
vacancies, the grade schools ought to be 
getting 90,000 new teachers. But only 
36,000 teachers especially trained for 
grade schools were graduated from col- 
lege this year. Many of them will not take 
teaching jobs. So there is to be a deficit 
of 50,000 to 60,000 teachers for the 
grades. It will have to be made up, as in 
prior years, from ranks of | partially 
trained people, and those trained for 
high-school teaching. School boards still 
cannot be as choosy as they like to be, in 
hiring elementary teachers. 

Classroom space is much improved, 
though half-day sessions still are neces- 
sary in many large cities because of space 
shortages. During the past 12 months, the 
nation built more than 25,000 new class- 
rooms, most of them for the elementary 
grades. That provided enough new space 
to care for the increase in enrollment, 
and even to replace some obsolete quar- 
ters, in thousands of communities. 

Some communities have not expanded 
their schools enough. In this group are 
many areas with big population increases 
brought on by war and defense activities. 
Congress is about to extend some aid to 
these. 

One plan, if accepted as written, would 
provide an estimated 150 million dollars 
for construction of new schools in war 
centers. Federal grants would not have 
to be matched by local contributions. 

Another plan would provide about 32 
million dollars a year in federal subsidies 
for operating costs of schools. Local 


growth in 
many 


school officials can find out whether they 
are eligible for this aid from their State 
departments of education. Only districts 
that prove a connection with federal ae. 
tivities will qualify. Legislation on gep. 
eral federal aid for education everywhere 
is dead, until Congress meets next year 

High schools as a group will not feel 
the effect of the wartime population jn. 
crease until 1954. Then, overcrowded 
high schools may become as familiar as 
overcrowded grade schools are today. 





—Castens 


COLLEGE STUDENT 


. campuses will remain crowded 


Some sections of the West already have 
high-school space problems due to the 
extraordinary influx of population during 
and since the war. 

For most communities, however, high- 
school enrollment is to be fairly stable 
for the time being. Enrollment in 1950 
for the country as a whole will total 6.1 
million, slightly below last year’s figure. 
This decline probab!v will be the last in 
the series of yearly reductions in high- 
school population that began some years 
ago, reflecting the decline in births dur- 
ing the depression of the 1930s. 

Teacher supply is plentiful for the 
high schools, with only one shortage 
reported—home-economics specialists. 
Greatest problem facing administrators 
is said to be that of changing courses to 
keep up with the times. There is a wide- 
spread movement to increase vocational 
training, for instance. That involves the 
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purchase of more laboratory and shop 
equipment in a period when the taxpay- 
ers are grumbling already about higher 
costs. High schools may get into training 
of war workers on a rather extensive 
scale, too, which will increase space, 
equipment and staff problems. —— 

Colleges worry about mobilization 
more than anything else. Some effects al- 
ready are showing up. 

Some faculty members are returning 
to active duty in the armed forces. This 
of man power can become very seri- 

ous for the colleges. One third of the male 
faculty members of colleges belong to 
National Guard units or the Reserves. 
Finding replacements will not be easy. 
There is a general shortage of Ph.D.’s 
and other highly trained men capable of 
college teaching. Those available can 
make more money in industry. 

Enrollment, which was expected to 
drop substantially, now is expected to 
stay almost as high as last year, partly 
hecause of the war. Losses of students to 
the armed forces will be more than offset, 
it is felt, by gains of new students who 
hope to qualify for temporary deferments, 
or who want to get into officer-training 
programs. Another factor is the ruling, by 
the Veterans’ Administration, that this 
will be the last year a veteran can start 
his college education at U.S. expense 
under the GI Bill of Rights. 

The colleges are expecting 2.7 mil- 
lion students in 1950, which means that 
campuses will remain crowded by pre- 
war standards, but that conditions are not 
to be any worse than in the recent past. 

Increasing war work by colleges, in 
scientific research on weapons and in 
military-training programs, is another 
likely effect of mobilization. This will 
add to administrative and teaching prob- 
lems, and probably to financial burdens. 
College contracts with the Federal Gov- 
emment have always been on a cost 
basis, which usually does not fully reflect 
overhead expenses. 

College financial troubles seem to get 
worse year by vear. The colleges were 
caught at war's end with obsolete facili- 
ties. Before they could start replacement 
programs, the flood of veterans hit them. 
Much money was drained away into 
high-cost, short-life temporary classrooms 
and housing. 


loss 


Now the temporary buildings and the 
ancient original structures are beginning 
to fall apart, literally. The upshot is that 
colleges need about 5 billion dollars for 
capital improvements. They have less 
than a fifth of that sum in hand or in 
prospect. 

The education crisis, it seems clear, 
will continue for years—during the en- 
tire period that big classes resulting from 
the wartime population bulge are moving 
through the educational system. Grade 
schools are first to feel the impact. High 
schools, and then the colleges, will be 
next. 
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PAY GOAL: STABILITY, NOT FREEZE 


Wage and salary controls, if 
used, will leave room for some 
increases. Stability, not a pay 
freeze, is aim of Congress. 

Another cost-of-living formu- 
la, like ‘‘little steel’’ of last war, 
is possible. Wage inequities also 
can be adjusted. 

President has power, if he 
wants to use it, to set up a wage 
board. Or, he can sit tight and 
watch the wage-price trend. 

Wages and salaries can continue to 
rise, moderately and on a selective 
basis, if President Truman uses stand- 
by control powers voted by Congress. 
A rigid freeze is not contemplated. 

Voluntary methods can be tried 
first by the President. Industry and Jabor 
can be given a chance at working out 
voluntary agreements to stabilize prices 
and wages in a particular field. 





yaseris & Ewing 
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Controls Would 


Selective controls then can be used 
by the President if necessary. Wages 
and salaries in a key industry can be 
brought under controls without regulat- 
ing all other industries. 

Timing of the wage controls is to 
depend upon price regulations. Once 
the prices of an industry are put under 
controls, wages and salaries of that in- 
dustry are to be regulated. 

General control of wages and salaries 
in all industries is made mandatory, 
however, whenever price ceilings are 
established over a substantial part of 
retail sales. General control of prices 
also comes at that time. 

Fringe benefits such as pensions, 
vacation pay, incentive rates and other 
forms of compensation to employes are 
to be stabilized along with wages and 
salaries. Unions will not be allowed to 
get hidden wage increases by forcing 
up pensions, for example, above the 
standards to be fixed by regulating of- 
ficials. 

Wage increases, however, probably 
will be permitted along the general lines 
of those approved in World War II. But 
employers will not know which types of 
raises will be allowed this time until 
wage regulations are drafted and inter- 
pretations issued by administering of- 
ficials. Congress gave the President 
specific authority to make exceptions to 
a wage freeze where needed “to prevent 
or correct hardships or inequities.” Also, 
he is to keep in mind the need for maxi- 
mum production. 

Cost-of-living raises appear to be 
possible under the language Congress 
used. Workers might be permitted to get 
increases where their wages have lagged 
behind the cost of living. The “little steel” 
formula O.K.’d such raises in the last war. 

Inequities in wages between compara- 
ble plants and industries might be cor- 
rected if wage authorities decide that 
this step is needed. The rules might 
give an employer permission for a pay 
raise in his plant if his wage rates were 
below those in plants competing for 
workers. 

Special raises might be approved to 
enable war plants to hire workers away 
from less-essential industries. 

Salary controls also will allow em- 
ployers to give several types of pay 
raises if, as expected, the regulations 
follow the line of salary rules laid down 
by the Treasury in World War II. An 
emplover, for example, would be allowed 


Permit Selective Raises 


to give merit raises, profit-sharing bonuses 
or salary increases due to promotion to q 
higher-skilled job where these were jp 
accordance with his established practices, 
Cost-of-living raises also will be allowed 
for salary workers if the rules allow them 
for wage earners. 

Price increases presumably also could 
be approved where authorities found 
that the approved pay increase had 
forced up labor costs so far that a com- 
pany could not make a profit at existing 
price ceilings. 

A wage roll-back is not being asked 
by Congress. The President is directed 
to give due consideration to the wage 
levels prevailing in the month preceding 
the outbreak of fighting in Korea. Con- 
gress does not say that wages must be 
rolled back to that level, although it 
orders that wages and salaries are not 
to be stabilized at less than the level of 
May 24 to June 24. 

A War Labor Board to settle labor 
disputes and handle wage controls is 
favored by many of the President's labor 
advisers. These advisers propose that 
wage regulation in the early stages of 
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STEP AHEAD WITH BURROUGHS 
INTO THE AGE OF MICROFILM 
























The recorder photographs up to 
400 check-size documents a minute 
with automatic feed ... permits 
8mm. or 16mm. photography on 
16mm. film. Photographs one side 
of documents, or both sides simul- 
taneously, with highest clarity. 


Step ahead into the age where documents can be recorded 
with photographic accuracy in a fraction of a second... 
for a fraction of a cent. 


Step ahead into the age where a five-foot stack of paper 
records can be swiftly compressed into a 1 x 4-inch pack 
of film ... where the problems of record storage are 


reduced by 9912%. 








rw IMPORTANT NAMES IW MICROFiLMiye 


That is the new age of microfilm—an age in which busi- [Belle Howell | PB. sdias 
> ai 7 aa - eC  CéDell EE NHowell | Durrougns |— 
ness methods again advance with Burroughs. | eae | sath: 


{ |. Pee 





Burroughs brings you efficient microfilm equipment, 
built to precision standards by Bell & Howell, a recog- 
nized leader in fine photographic equipment. This 
modern equipment is ready to simplify, and to lower the 
cost of, the record keeping of your business . . . to substi- 
tute tiny rolls of film for rows of bulky filing cabinets. 


The reader is a marvel of sim- 
plicity for showing clear, read- 
able images—enlarged to actual 
size of original document, or, in 
some cases, larger. Facsimiles can 
™ easily be made in a few minutes. 





If there are records in your business, there’s a place in 
your business for the speed, economy and efficiency of | wHEREVER THERE'S BUSINESS THERE'S 
Burroughs microfilm. Call your Burroughs office for a 


4 
demonstration of this new tool for business today. Burroughs 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICH. 








THE FASCINATING story of 
Florida’s rapid expansion 
and of its promising new 
markets is related in a 
colorful new 28-page fold- 
er. It is profusely illus- 
trated, with up-to-date 
figures and facts that 
show the many bene- 
fits Florida offers to 
business and indus- 
try. Send for your 


FREE copy today. 
UPON REQUEST— 
NEW BOOKLET ON 


PART OF THE STORY 


In addition to its mild climate, 
Florida offers a multitude of 
other advantages to business 
and industry—including an 
ample supply of willing and 
dependable labor, easy access 
to Latin American markets, raw 
materials, and plentiful WATER. 


If ‘you are looking for a profit- 
able new location for your plant 
or business, investigate the op- 
portunities that await you in 
the fast-growing Sunshine State. 


ry vias 
RING TA 
wen S 


INFORMATION 


We'll gladly send you the Sjate 
booklet, “Florida's Fast Growing 
Markets.” and also our. folder, 
“Another Big Year for Florida.” 
Just write: 


FLORIDA POWER & LIGHT CO. 
~ucupime entenee 
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selective controls be administered by the 
Labor Department. The new WLB would 
be needed, however, if all industries were 
brought under wage controls. 

A no-strike pledge by union leaders 
probably will be sought before a WLB 
is set up again. As in World War II, a 
labor-management conference would be 
called by the President, under this plan. 
Union leaders would agree not to strike, 
and employers would promise not to lock 
out their workers in war-industry dis- 
putes. Such disputes then would be re- 
ferred to a War Labor Board, probably 
consisting of representatives of the pub- 
lic, industry and labor, as before. 


Le 


Labor leaders have taken the POsition 
that there is no need so far for the no. 
strike pledge. John L. Lewis is on record 
with a warning that his coal miners yj] 
not be bound by any no-strike promises 
that may be made by other unionists, 
William Green, AFL president, states 
that the AFL is ready to sign the pledge 
when President Truman declares it to be 
necessary to protect the country against 
Communist aggression. CIO Presidens 
Philip Murray contends that the pledge 
is not needed at this time, and he ind. 
cates that CIO expects another round of 
wage increases before the time comes fo; 
giving up strikes. 





PATTERN FOR WAGE RISE 


10-Cent Increase at Chrysler Sets the Pace 


A new round of wage increases, aimed 
at beating possible wage controls, is 
shaping up in this way: 

A pattern of about 10 cents an hour 
is developing. This results partly from a 
10-cent raise given voluntarily by the 
Chrysler Corp. at a time when its CIO 
contract did not require wage talks. 
Some other auto firms joined in, with 
raises at or near this figure. 

A tie-up of wages and living costs 
also is more popular than it was before 
the Korean fighting began. Some union 
leaders think that writing a definite wage 
formula into their contracts is better than 
taking a chance on what a Government 
wage-control agency may do _ later. 
Unions that rejected the idea of tying 
wages to prices when General Motors 
offered the formula to its employes now 
are willing to accept similar plans. They 
are hoping, if wage control is imposed, 
that the Government will permit such 
formulas to operate. There is no assur- 
ance that the plans will not be modified 
or set aside by Government order at 
some future date. 

Strikes are on the increase as this 
union drive gets under way. Some strikes 
are designed to force wage increases be- 
fore wages are controlled. There is fear, 
too, that the Government will ask the 
unions for a no-strike pledge before they 
can win raises. 

A series of strikes in plants of the Gen- 
eral Electric Co. signaled a showdown 
between James B. Carey, head of the 
CIO’s new electrical union, and C. E. 
Wilson, General Electric president. Mr. 
Wilson’s earlier offer of a 3 per cent 
raise and other concessions was rejected 
by Mr. Carey and his group. The com- 
pany later offered increases averaging 
10 cents an hour. 

Company offers of higher wages are 
coming in some instances before wage 


contracts expire. Some employers appar- 
ently are trying to keep their wage sched. 
ules in line with those of competitors be- 
fore wage controls are imposed. Without 
such adjustments, companies with lower 
pay rates might lose workers to com. 
panies with higher scales. 

This seems to be one reason behind the 
unusual move of Chrysler in granting its 
voluntary raise. The CIO Auto Workers 
could not call a strike on wages legalh 
at Chrysler until next July. That was the 
agreement when UAW won pension and 
insurance concessions from Chrysler last 
May, after a 100-day strike. 

The settlement then included no wage 
increase for Chrysler workers. Later in 
the month, however, General Motors re- 
newed its cost-of-living agreement with 
the Auto Workers and granted a raise 





CIO’S JAMES B. CAREY 


. showdown 
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‘4 cents an hour for productivity im- 


wements. 
When the General Motors cost-of-liv- 
, formula recently added another 5- 
nt raise, as a result of a sharp rise in 
» official index, Chrysler workers were 
& further behind the GM_ workers 
the matter of pay. That prompted 
Chrvsler to give the 10-cent raise to 
duction workers and 15 cents to 
killed trades 

Packard quickly followed the Chrysler 
ove with a strike settlement giving its 
vorkers an immediate 9-cent raise and 
ncduding most features of the General 
\otors contract. Thus, Packard wages 
ill move up or down in accordance with 
he price index and there is to be an 
nual automatic raise of 4 cents an 
ur during the five-year term of the 
ireement. The Packard pension amounts 
, $100 to $125 monthly, including 
Social Security, as in the General Mo- 
tors plan, with recent increase in federal 
enefits. 
Hudson Motor Car Co. also gave a vol- 
ntary raise of 7 cents, added to a recent 
}-cent increase. 
Parts suppliers for the auto industry 
so began to fall in line with the volun- 
tary wage increases. The Auto Workers 
it the same time demanded that Ford 
\otor Co. open up its contract ahead of 
schedule to give a similar raise. The 
(AW contract prohibits wage strikes 
there until January, but wildcat strikes in 
Ford plants added to pressure for an 
irlier increase. 
Outside of autos, the pressure also was 
ipplied by various unions attempting to 
itch or exceed the 10-cent pattern. 
These wage demands in turn added to 
ressures on Government to invoke wage 
trols. 
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Where’s that car of freight? 
When do I get it? 

Santa Fe answers these two ques- 
tions with its RED BALL INFORMA- 
TION SERVICE which tells shipper 
or consignee where his carload is at 
regular intervals when shipped over 
our line... and tells him fast. 

Through the facilities of Santa Fe’s 
Vast private communication system 


extending to all Santa Fe traffic of- 





F. H. Rockwell, General Freight Traffic Mar. 
Santa Fe System Lines, Chicago 4, Illinois 


Santa Fe—all the way 





This tag illustrates how cars are identified; SD is for San Diego, 100 
is the checking number only this car will have while on the Santa Fe. 


fices, information regarding your Red 
Ball freight is promptly placed on 
your desk. This 
directly benefit you in planning pro- 
duction or sales promotions. 


information will 


Let us send you our folder describ- 
ing this service. Just call or write your 
nearest Santa Fe Traffic Office. It pays 
to “Ship Santa Fe All The Way’! 

















THE DOCTORS OF AMERICA INVITE YOU TO 
i 2 
OTHE OFi TH eo 
At a time when Americans are defending freedom 
from aggressive outside attack, the medical profession 
believes all business and industry will welcome this 


opportunity to join in an outspoken defense of freedom 
on the home front. 








Millions of Americans, through more than 10,000 
civic organizations, already have voiced emphatically 
their opposition to Socialized Medicine, the proven 
forerunner of a Socialized State. 

During the week of October 8, American 
doctors will place a 70-inch advertisement 





MERICANS WHO CARE about 
America are learning that you don’t have 
to drift with the foreign tide of State 


—reaffirming their faith in all American Bryon hiaciy ot 


freedoms—in every daily and weekly : 

newspaper of paid general circulation in page see ep tia — ae 
the country. Ten thousand newspapers, 30 . oo ee eee 
National magazines, and more than 1,000 | years ago, they took their story 


radio stations will carry the message to all direct to the people. The people, 
Americans. by the millions, responded with a 
grass roots mandate unprece- 


CHAIN REACTION— FREEDOM STYLE dented in our history. 
235° <teo 











The medical profession’s $1,000,000 advertising 
campaign is designed to tell every American the truth 
about State Socialism and the truth about the 
achievements of our voluntary medical care system. 
The campaign affords a splendid opportunity for 
business to tell its story, too. 
On this strong foundation, all friends of freedom can (NEWSPAPERS, MAGAZINES) 
build an impressive volume of tie-in advertising. Lockwood-Shackelford Advertising Agency ; 
Every newspaper will be supplied with mats and 57 East Jackson Boulevard, Chicago 4, Illinois 
suggested copy for appropriate ads. Radio stations 
will have similar aids in planning the most effective a 

. ussel M. Seeds Company 
presentation of your message. 919 North Michigan Avenue, Chicago 11, Illinois 


JOIN THE FREEDOM ROLL CALL 


THE VOLUNTARY WAY IS THE AMERICAN WAY! 

















For information about tie-in advertising, address: 





NATIONAL EDUCATION CAMPAIGN 
AMERICAN MEDICAL ASSOCIATION 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Business boom, in a sharp rise since July, may level off in months ahead. 
Consumer buying is settling down. Department-store sales are down from 
their post-Korean peak. Appliance sales appear to be passing the peak. Prices 
of used cars are Slipping. That's a sign that auto dealers may be overstocked. 
Home builders expect construction to turn down in months ahead. There is 
little evidence of a building downturn yet. August contract awards held up. 
Production can't rise very far above present levels. Basic industries are 
working near capacity now. That applies to steel, copper, paper manufacturing, 
rayon, nylon, cellophane. Government has ordered a cutback on use of rubber. 
Total spending in the country by business firms, individuals, governments, 
overseas buyers, now stands close to 280 billion dollars a year. That marks a 
record high level. Outlook is for no significant climb in the months ahead. 




















Retail trade actually may dip a bit between now and the end of the year. 

Hard-goods sales--autos, refrigerators, radios, etc.--probably have been 
overdone in the recent buying upsurge. Many consumers have drawn against 
expected future needs. Then there will be credit restrictions on these items. 
Also, some curtailment of supplies is indicated. So hard-goods sales may drop. 

Sales decline for durable goods probably will continue into 195l. 

Soft-goods sales--shoes, clothing, bedding, etc.--can be expected to follow 
seasonal patterns. Most retailers expect sales of soft goods to be about the 
same as in the second half year of 1948, which was better than 1949. 

















A retail sales dip probably will be offset by higher business purchases. 

Business purchasing is in a strongly rising trend. Business firms want to 
increase inventories, to improve equipment, to expand productive capacity. 

Evidence abounds of avid buying by businessmen. Commerce-bank loans are so 
high that the Federal Reserve is worried. Structural-steel orders are about 
double normal volume. Manufacturers’ order books have a heavy backlog. 

Korean war was a Signal for businessmen to reverse the cautious policies 
they had been following. They took expansion plans off the shelf and ordered 
work begun. Then the consumer buying splurge cut inventories. Business firms 
rushed to rebuild stocks and to prepare for an uncertain future. Outlook is 
that business buying will continue to increase in the period just ahead. 


























War orders have yet to exert any important direct effect on activity. 

Government contracts for war materials are only a trickle, to date. They 
are mostly for aircraft, tanks, armored vehicles, trucks and jeeps. 

Industry policy now is to buy or lease idle plants to fill war orders. 
Conversion of civilian plants to war work is not planned on any large scale. 

You can definitely expect, however, that war orders will increase rather 








Sharply early next year. Any slack caused by curtailment of civilian buying 
of hard goods is likely to be more than offset by increasing arms orders. 


Fact is that, although the business boom may be leveling off, there is 
nothing that points to any downturn in over-all activity. Trends are up in 
employment, wages and prices. Problem still is to put a check on inflation. 


Farmers received an unexpected income gain from the Korean war. 
(over) 


Written for the issue of September 8, 1950, Volume XXIX—No. 10 
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TREND OF AMERICAN BUSINESS--(Continueda, 


Farm cash income had been lagging 9 per cent under 1949. The estimate of 
officials was that farm income would continue to lag throughout this year. 

An income jump, however, started for farmers in June. Cash receipts and 
Government payments now are ahead of last year and are expected to go on rising, 

Farm-income rate for the final quarter of the year is indicated at 30.5 
billion a year. That's close to the record farm cash income received in 1948, 

Income rise for farmers stems from price rises since the Korean outbreak. 
Farm prices started the year 13 per cent below 1949. Now the farm price index 
is about 7 per cent above the level of last year. 

From crops, farmers are getting less money than a year ago. Marketings are 
smaller than last year for such major field crops as wheat, cotton and corn. 

Livestock growers, however, are marketing a larger volume. 

Official estimate for farm income now is that cash receipts this year will 
end up only 2 per cent below 1949. That will be quite a recovery. It's 
important to businessmen who supply the farm market as well as to farmers. 




















Stockpiling, plus military buying, promises to increase scarcities. 
Stockpile won't be reduced in the period ahead to satisfy military demand. 
Purchasing of materials, in fact, is to be stepped up for both purposes. 
Buying for the strategic stockpile is to jump in the present fiscal year, 
ending June 30, 1951, from an original schedule of 740 million dollars to l.l 
billion dollars. Even that amount will be short of the ultimate goal. 
Materials needed for the stockpile include metals used widely for alloys, 
such as cobalt and cadmium; manganese, needed in all steel producing; copper, 
rubber, zinc, nickel, tin. Rubber and fibers also are due to be stockpiled. 
Stockpile buying is to be done by a Separate Government agency. It will 
‘compete with the military and civilian industries for available Supplies. The 
businessmen who use these materials should be aware of what lies ahead. 





Businessmen now have an idea of the contracting policies to be followed 
by the Defense Department. A guide is issued by the Munitions Board. 

Fixed-price contracts, without provision for repricing and without escala- 
tor clauses, are to be used as widely as possible. These are favored. 

Repricing and escalator clauses will go into contracts that carry uncer- 
tainties such as long delivery schedules, unstable market prices for labor or 
materials, uncertainty as to the over-all cost of completing the contract. 

Target-price contracts will be used when long production periods and large 
Collar volume are involved, and when reasonable price targets are indicated. 

Cost-plus-fee contracts are to be used only where other contracts are not 
suitable and where contractors have careful cost-recording systems. 

Major aim of the Munitions Board is to use the flat fixed-price contract 
unless other types definitely are indicated. Firm forward pricing, with clauses 
for repricing, are favored above renegotiation to prevent excessive profits. 











Price trend still is upward, generally, though momentum has slowed. 

Grain prices are weakening as wheat is being harvested and corn harvest 
nears. Larger plantings of grain crops are indicated for next year. Cotton 
Stabilizing in price as the 1950 crop starts to market and Government sells. 

Meat prices continue to advance, under stimulation of consumer demand. 

Textile prices continue to tilt upward. Metal prices also are tending to 
rise. Rubber is below recent peaks, and hides have eased a bit in price. 

Price outlook is for a continued creeping rise. 














Basing-point price squabble may yet be resolved by policies of the Federal 
Trade Commission. Commissioner Carson tells a Senate watchdog committee on 
basing points that the Commission might be willing to advise on price proposals. 

Freight absorption, other forms of delivered prices are held by FTC to be 
0.K. in themselves. Catch is that they may be held part of an illegal plan. 
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Before the board meets to discuss decen- 
tralization, you will need a// of the facts that tell 
the complete story about the regions you are 
considering. Specialists in the Norfolk and 
Western Railway’s Industrial and Agricultural 
Department can give you a// of the facts about a 
territory you should consider —the great area 
served by this railroad. 

They can tell you why progressive manu- 
facturers are moving into this uncrowded 
industrial region. 

They can show you the important strategic 
safety factor in this territory. 
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Let us give you 
the facts about 


th Lind of Plenty” : 


They can show you plant sites fitting your 
specific requirements. 

For almost half a century, specialists in the 
N. & W.’s Industrial and Agricultural Department 
have assisted manufacturers in finding satis- 
factory plant locations. They are trained to know 
the manufacturers’ problems of location, and they 
have a broad knowledge of this Land of Plenty. 
You will need the facts they possess in your 
pocket to back you up when you are ready to 
discuss new plant locations with the men who 
have the final say-so., 

For up-to-the-minute information about any section 
of the Land of Plenty, write the Industrial and Agricultural 


Department, Drawer U-313, Norfolk and Western Rail- 
way, Roanoke, Virginia. 


+ The Land of Plenty — the six great states served by the 
Norfolk and Western — Virginia, West Virginia, Ohio, 
North Carolina, Maryland and Kentucky. 
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Finance Week 








SOME GOOD NEWS FOR TAXPAYERS 


Budget Gains Can Curtail Tax Rise in 195} 


Budget surplus, not the big 
deficit that is usual in wartime, 
is likely this fiscal year if war 
doesn't go beyond Korea. 

Deficit next fiscal year will be 
smaller than expected. 

That's the result of lagging 
federal spending, higher private 
incomes, tax increases now being 
voted. 

Taxpayers may not be hit as 
hard in 1951 tax boosts as many 
feared. 


The Government, despite war costs, 
finds itself in a fairly comfortable fi- 
nancial position. 

The “interim” tax bill soon to become 
law can be expected, if war is confined to 
Korea, to wipe out the budget deficit 
looked for in the fiscal vear, 
with a little to spare. 

In the next fiscal the Govern- 
ment is not likely to run as deeply into 
the red as many have imagined. 

This improving budget outlook raises 
the possibility that when the “interim” 
bill becomes law, the worst of the tax 
increases for this Korean-war period will 
be over. New tax boosts appear likely for 
1951, but they may not be as heavy as 
had been expected earlier. 

Taxpayers, wondering what they are 
to be up against, need to examine budget 
prospects in some detail. 

In fiscal 1951, the vear that began 
last July 1: 

Spending by Government is likely to 
be around 41.6 billions. That is less than 
Budget Bureau, headed by Frederick J. 
Lawton, estimated officially last January, 
before U.S. faced a war in Korea. That’s 
because nonwar expenses will drop more 
than war costs will rise. 

Income of Government probably will 
reach 42.8 billion dollars. This figure 
allows for the tax bill soon to become 
law, but makes no allowance for any 
further increases in calendar 1951. The 
Budget Bureau, not expecting any tax 
increase this year, placed revenue at 37.3 
billions in its January estimates. 

A budget surplus of 1.2 billion dol- 
lars appears likely for this fiscal year. Mr. 
Lawton’s Budget Bureau last January 
forecast a deficit of 5.1 billion dollars. 
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SENATOR O'MAHONEY 
. “excess profits’ or ‘‘war profits’'? 


The Government, while fighting a new 
war, will be in position to pay off a little 
of the huge public debt hanging over 
from the last war. That, in U.S. history, 
has been a rare occurrence. 

In fiscal 1952, beginning July 1, 
1951, the budget will look quite different. 

Spending then will jump to an esti- 
mated 53.2 billion dollars. Except for 
years during World War II, this will be a 
new record. 

Income of Government is likely to rise 
to 47 billion dollars. This, again, assumes 
the “interim” tax increases, but does not 
allow for any additional tax measures in 
calendar 1951. 

Budget deficit on this basis would 
total 6.2 billion dollars. This is far below 
most unofficial forecasts for fiscal 1952. 
Official estimates for that year will not 
be available before next January, when 
Mr. Lawton submits his budget. 

In two war years—the period between 
mid-1950 and mid-1952—the Govern- 
ment is not likely to run a deficit of more 
than 5 billion dollars. In the two preced- 
ing peacetime years, the Treasury went 
nearly that far into the hole. 


Brightening outlook for the federal 
budget in this fiscal year and next can 
be explained by a combination of factors 

Tax increases provided by the “in- 
terim” bill will give the Treasury a sharp 
boost in revenue. The Senate Finance 
Committee estimated this increase con- 
servatively at 4.5 billion dollars a yea 
after the higher tax rates are fully re 
flected in collections. Actually, when the 
rising levels of private profits and in- 
comes are considered, it appears that the 
rise in revenue will be around 5 billions 


more revenue all along the line, from 
existing as well as new taxes. The more 
the taxpayer makes, the more the Gov: 
ernment gets out of him. Corporate pro! 
its in calendar 1950, before taxes, are 
expected to be at least 23 per cent above 
1949. Personal incomes, too, are to climb 
steadily, probably to a record annual 
rate of 221 billion dollars in the sec- 
ond half of calendar 1950. 

Spending is not to rise as rapidly 
has been generally expected. Nonwal 
spending will decline. Veterans’ bene 
fits will drop. Foreign aid, other than 
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nilitary, Will be off. Farm aid will be 
jas costly, because prices of agricultural 
oducts are sure to keep rising. 

"Orders for military goods will be 
heavy. However, the Treasury will not 

w the bills for these goods until the 
Covernment takes delivery. In many 
ses, there will be long delays between 
the time contracts are let and the time 
the Treasury pays off. 

Some of the military costs authorized 
v Congress during the current fiscal 
vear will not affect actual spending 
before the fiscal vear 1953. 

From now until next spring, the Gov- 
emment will be paying out to the public 
fewer cash dollars than it takes away 
fom the public in the form of taxes. This 
neans that Government financing actual- 
ly will become a deterrent to inflation. 
Even in fiscal 1952, when spending 
goes into a rapid rise, the effect of Treas- 
iv cash operations will be only mildly 
inflationary , 

To the taxpayer, the importance of 
this turn in the financial prospect of the 
Government is that it probably will re- 
nove some of the pressure for a 1951 tax 
increase bigger than the one provided in 
the “interim” bill about to be passed. 
What Congress will look at, when it 
gts down to debating taxes again next 
January, will be the prospective deficit 
for the fiscal year to begin the following 
June. Chances are that, in the end, the 
decision will be to increase taxes enough 
to offset about half of that deficit. That 
would mean new taxes to produce about 
} billion dollars a year. 

Corporations probably will have to 
ar the major portion of such an addi- 
tional tax boost. 

Individuals may be passed over in tax 
ncreases to come in calendar 1951. 
Excises are not likely to be changed 
any extent in 1951. The “in- 
trim” bill imposes new taxes on quick 
reezers and television sets, and raises the 
rate on slot machines. 

A general sales tax is not given 
much chance. Neither is a transactions 
tax. Both, however, are under study by 
the congressional tax staff. 

An excess-profits tax will continue 
to be the central issue of revenue de- 
bates. So far as the “interim” bill of 1950 
is concerned, the House Ways and 
Means Committee, like the Senate Fi- 
nance Committee, probably will frown 
on the kind of excess-profits plan spon- 
sored on the Senate floor by Senator 
Joseph C. O'Mahoney (Dem.), of Wy- 
ming, and others. 

There is growing talk of a “war-profits 
fax in the form of an increase in the 
gular corporate rate. Sponsors of the 
plan hit on that name because they think 
it carries the same political appeal as the 
term “excess-profits tax.” Many tax au- 
thorities argue that any excess-profits 
tax, however framed, is inequitable be- 
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This announcement is neither an offer to sell nor a solicitation of an 
offer to buy any of these Bonds. The offer is made 
only by the Prospectus. 


$50,000,000 
Government of Canada 


Twenty-Five Year 234% Bonds 


Dated Septem ber 15, 1950 Due September 15, 1976 


Price 101% and Accrued Interest 


Copies of the Prospectus may be obtained pr only such of the 
undersigned as miay ledal yy ojfer these Bor Sin compliance 
with the securities laws of the res l States 


MORGAN STANLEY & CO. 


THE FIRST BOSTON CORPORATION SMITH, BARNEY 


HARRIMAN RIPLEY & CO. WOOD, GUND) 


Incorpcrated 


DOMINION SECURITIES CORPORATION 


McLEOD, YOUNG, WEIR 


Incorporated 
. 


A. E. AMES & CO. 


Incorporated 
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Reading the news of national and international 
affairs at home each week is the regular practice of 
80% of the readers of this magazine. Important 
advertisers are quick to cash in on the advantages 


BEFORE you leave 
for BRITAIN... 


Secure your transportation and res- 
ervations and assure yourself com- 
fortable, carefree travel when you 
roam the British Isles. 


of such an opportunity. 


U.S. News & World Report 
Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 


How to give 


QUICK REST. 


to tired eyes 


MAKE THIS SIMPLE TEST TODAY 


RAIL TRANSPORTATION every- 

where in Britain. 

MOTOR COACH, STEAMER TOURS 

and CITY SIGHTSEEING TRIPS. 

@ CHANNEL STEAMERS between 
Britain and Ireland, Britain and 
the Continent. 

@ HOTEL reservations made here. 

. ® MILEAGE COUPONS save up to 

¥ 32% on transportation—Coupons 

not obtainable in the British Isles! 
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By ee a eee Typical of DEVALUATION 
safe Murine in each eye it re- : 
eciat } sensation that comes in Savings—A reserved seat for 
sensation in omes in- ‘ s = 
A = a 400-mile rail journey — 


reservation fee only 14 cents! 


CONSULT YOUR TRAVEL AGENT or 
any office shown below 
NEW YORK 20,N.Y., 9 Rockefeller Pl. 
CHICAGO 3, IIl., 39 South La Salle St. 
LOS ANGELES 14, Cal., 510 W. 6 St. 
TORONTO, Ont., 69 Yonge St. 










ents are scien- 
Teiresn over- 


morning and 


Murine’s sev 
tifically bl 


worked, tire 


MURINE 


FOR YOUR EYES 


For illustrated literature, write 
Dept. 36 at any address 
shown above. 







































between CHICAGO 
and LOS ANGELES 


(EXTRA FINE— EXTRA FARE) 


To the superlative comforts and velvet- 
smooth riding qualities of this superb 
train have been added more convenient 
departure and arrival times. The ‘‘State”’ 
now leaves Chicago 1:20 pm, arrives | 
Los Angeles 7:35 am, second morning. 


THE train to Tucson 
and Phoenix, Arizona, too. 


Also through car service from New 


ma York, Minneapolis, St. Paul and 
St 


Louis to California 

ations and complete 
7 » any Rock Island 
¢} tive, < address 
A. D. Martin, Gen. Pass. 
Traf. Mgr., Rock Island 
Lines, 723 La Salle Street 
Station, Chicago 5, Il. 


Rock Island Lines 






Finance Week 





ing companies. Also, a tax of this kind is 
hard to administer. 

These arguments appear to be gaining 
headway in current official studies of pos- 
sible new tax sources. Tax-writing com- 
mittees of the House and Senate may yet 
be persuaded to substitute a further in- 
crease in the regular corporate rate for 
the proposed excess-profits tax when 
revenue-raising time comes again in 1951. 

Also involved in these studies is the 
problem of how to keep high taxes from 
becoming an inducement to big-scale 
corporate spending. In World War II, 
many companies spent money lavishly, 
because the excess-profits tax would have 
taken nearly all their earnings above pre- 
war “normal” levels anyway. 

This would become a problem again 
with a new excess-profits tax. It might 





—Acme 


BUDGET CHIEF LAWTON 
Despite war, savings 


be a problem if the regular rate were 
pushed above 50 per cent. 

Plan now being discussed is to crack 
down on the expenses that corporations 
take as deductions for tax purposes. Idea 
is to freeze these deductions at or about 
prewar levels. The Government might 
serve notice, for example, that no com- 
pany would be permitted, without show- 
ing good cause, to increase its deductions 
for entertainment expense substantially 
above the amount it deducted for the 
same purpose before the war. 

These and other problems connected 
with the excess-profits tax are getting 
attention in studies looking to further 
revenue measures in 1951. Actually, the 
need for new tax money then may not be 
as great as most have expected. Even so, 
a sizable further increase in corporate 
taxes is to be expected. Other taxpayers 
may get off without any major new addi- 
tion to tax burdens. 


| 
| 
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} 





Send This Issue 


To Your Friends 


--» WITHOUT CHARGE 


U. S. NEWS & WORLD REPORT 
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Washington 7, D. C. 


Please send a free copy of the 
September 8, 1950 issue of “U.S, 
News & World Report’’ with my 
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We've Been Asked: 


\fore benefits are being provided by 
cyngress for persons in the armed forces. 
vesent-day servicemen get many of the 
‘nefits received by persons in World 
War II. Congress is being pressed to 
ve todays GI's as many rights and 
srivileges as those in the last war. 
‘Family allowances, bigger than in 
World War I, are to be made available 
ir wives and other dependents of en- 
sed men and women in military service. 
those leaving regular jobs usually are 
naranteed their old jobs back after dis- 
Insurance is available at low 
ates. Individuals disabled in service 
fen can get pensions. Special payments 
we made to families of those who are 
tilled in combat or die of disease. 

On the other hand, present servicemen 
ue not yet entitled, after discharge, to 
the important privileges of the GI Bill of 
Rights. Moves are now under wav in 
Congress to revive this law for persons 
who serve during the Korean hostilities. 


harge. 





Are family allowances just for those 
in Korea? 

\o. This assistance program is for fam- 

ilies of all enlisted personnel. The pro- 

gam is retroactive to August 1. 


How much do families get? 

That depends on the grade of the en- 
sted man. The allowance is made partly 
fom his pay and partly from a grant by 
he Government. The table on this page 
hows the amounts. Families of commis- 
ined officers do not get these payments, 
snee they already receive special allow- 
aces for subsistence and quarters. 


ho receives pensions? 
isability compensation will go to many 
tho become disabled through injury or 
lease. The law calle for full 


Can all Gi’s get Government in- 
surance? 
Yes. Each individual can get National 
Service Life Insurance up to a total value 
of $10,000. Premiums are at a lower rate 
than for nonservice policies. 
Can servicemen always get back 
their old jobs? 

Not always. But the draft law assures 
many men and women of reinstatement 
in old jobs, unless the jobs were of a 
temporary nature. Even where a person 
is partly disabled, his old employer is re- 
quired to take him back in some cases. 
To be assured of reinstatement, a veteran 
must apply for re-employment within 90 
days after relief from duty, or from hos- 
pitalization continuing after discharge for 
a period of not more than one year. Per- 
sons enlisting usually get re-employment 
rights if this is their first enlistment after 
June 24, 1948, and if they sign up for no 
more than three vears. Members of the 
National Guard who are called to active 
duty get the same re-employment rights 
as other servicemen. 


Can Gi's send mail free? 

Those serving with the armed forces in 
Korea get free postage under a law re- 
cently passed. But this privilege is not 
extended to servicemen elsewhere. 


Suppose a GI doesn’t get enough pay 
to meet his mortgage or other 
civilian debts? What can he do? 

The Soldiers and Sailors Relief Act is still 
in effect. This provides machinery under 
which a servicemen can sometimes get 
suspension of civil liabilities, such as 
debts, mortgages or other financial ob- 
ligations, if, because of military service, 
he cannot meet payments. 


ABOUT NEW BENEFITS FOR SERVICEMEN 


Does a student under the GI Bill get 
more time to finish his studies if he 
goes back into service? 

The Veterans’ Administration recently an- 

nounced that such students will not be 

bound by the July 25, 1951, deadline for 
resuming their studies. They will be given 

a “reasonable” time after discharge before 

returning to school. But they must finish 

their Government-paid education by July 

25, 1956. 


Do present Gi’s get free schooling? 
This education at Government expense is 
available, under the GI Bill only to those 
who served before July 26, 1947. Thus, 
the only present servicemen who could 
get free schooling would be the ones 
who served during the war or in the 
period immediately afterward. Several 
bills are before Congress to bring back 
these benefits for servicemen abroad and 
at home. 


What other benefits would such 
action restore? 
The other benefits that would be pro- 
vided under a re-enacted GI Bill, would 
be unemployment payments and home, 
farm and business loans for those who 
serve anywhere during the time of the 
campaign in Korea. 


Can the disabled still get spetial 
training? 

Present servicemen, if disabled, do not 

get rehabilitation training under Public 

Law 16. But this Act also may be ex- 

tended by Congress to cover persons dis 

abled during Korean hostilities. 


Are there tax advantages for Gl's? 

Not at this time. Congress is expected to 

approve a proposal to free from federal 
income taxes all service pay ot 





vartime rates of pensions for 
enyone disabled as a direct re- 
ult of armed conflict or while 
ngaged in extra-hazardous serv- 
ce Thus, a man who was dis- 
ibled while on maneuvers might 
e entitled to full-rate pension. 
‘mounts depend on the extent 
' injuries, 


Allowances for Families of GI's 


Here is the allowance program being set up by 
Congress for the families of GI’s. The table be- 
gins with the lowest grade of enlisted man, who 
starts at $75 and gets $80 after four months, and 
it runs to the top grade of noncommissioned 
officer—master sergeant or chief petty officer. 


enlisted men in the combat zone. 
Commissioned officers also would 
get some tax relief, with up to 
$2,400 excluded 
from income tax. 


service pay 


there any mustering-out 
pay? 

Not for many. No mustering-out 
pay is provided at this time for 


Is 














hat about those killed in GI's What The Family Gets: anyone except those who were 
action? Monthly Deducted No. of Dependents—— _— GI Has in service before July 1, 1947 
| he full ety be Base Pay From Pay 1 2 3 Up Left Per igo ee - , 
=| full wartime rates of death $75.00 $40 $85.00 $107.50 $125 $35.00 ersons who were im the arme 
omp se —— i f vals) ] - y . at or tl 2 
pF mPensations are provided for 80.00 40 85.00 107.50 125 40.00 orces during or after the wat 
| we dependents of servicemen 82.50 40 85.00 107.50 125 42.50 and remained on active duty 
\ who die as the result of combat 95.55 40 85.00 — 125 pap would draw mustering-out pay 
oe - 117.60 60 127.50 127.5 145 A een ee T cas 
weg ®t extra-hazardous scharge. These payment 
rs pe eezaniene duty. This 139.65 60 127.50 127.50 145 79.65 upon discharge. These payments 
, cludes monthly payments to 169.05 80 147.50 147.50 165 89.05 under a wartime law range up to 
- hidows and other dependents 198.45 80 147.50 147.50 165 118.45 a maximum of $300 for men and 
t the servicemen. women who served overseas. 
RT 
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HAND-HANDLING 
MATERIAL 


COSTS you MoNnEY 





AUTOMATIC 
Mechanized Handling 





There’s a new way all business has found to 


cut handling costs 50% to 75% ... the Auto- 
matic Electric Truck way that does away with 
“hidden handling” costs that add so excessive- 
ly to the cost of your product. 

Business men the country over have found 
that by making a small investment in these 
modern mechanized material handlers, tons 
and tons of material can be moved, lifted and 
stacked by easy electric push-button con- 
trol, at a fraction of hand-handling costs. 


FREE CHECK CHART and BOOKLET—Let us send 
you this money-saver check chart of 8 important 
questions you should ask yourself about your com- 
pany’s material handling. If you answer “No” to 
more than 4 of them, you should investigate the 
money-saving Opportunities of Automatic Electric 
Trucks. With it, you also get an informative book- 
let: “How to Make Your Material Handling Pay 
Dividends.” Mail coupon now! 


——- te Aulomalic * 71 W. 87th St., Dept. P-5 <4 
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. ae I 
: Chicago 20, Illinois Send me free Booklet: | 
I I 
1 1 
(Name (Title) : 
1 I 
l (Company) } 
I I 
(Street Address) - 
I { 
1 (City) (Zone) (State) ! 


Don’t forget your friends. 
See our free copy offer on 
page 50. U.S. NEWS & WORLD REPORT 








THE TEXAS COMPANY 
192nd—-  — 


Consecutive Dividend 


A dividend of one dollar ($1.00) 
per share on the Capital Stock of 
the Company has been declared 
this day, payable on October 2, 
1950, to stockholders of record at 
the close of business on September 
1, 1950. The stock transfer books 
will remain open. 


Rosert FIsHER 
Treasurer 


August 4, 1950 
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News-Lines 





What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN expect the Bureau of In- 

ternal Revenue to make a_ closer 
check, in some cases, on the amounts of 
income from investments and side-line 
ventures reported in tax returns. The 
Treasury announces that BIR has de- 
veloped new procedures to counteract 
tendencies toward careless reporting of 
income from these two sources, which 
will get special attention in the future. 


* * * 


YOU CAN look for the Government 

to hold down on some of its pur- 
chases of supplies and equipment. 
The General Services Administrator di- 
rects Government departments and agen- 
cies, with the exception of the Depart- 
ment of Defense, to keep their purchases 
to a minimum. Especially mentioned for 
buying curtailment are motor vehicles, 
tvpewriters, steel filing cabinets and 
other items requiring critical materials. 


* * * 


YOU CAN now buy certain items 

from the Government’s surplus 
property. The freeze on such purchases 
is lifted by the General Services Admin- 
istrator. In its place, regulations are 
issued in a move to prevent Government 
agencies from selling needed property 
formerly listed as surplus. 


* * * 


YOU CAN, as a shoe manufac- 

turer, apply to the Wage-Hour Di- 
vision of the Labor Department for per- 
mission to pay to learners less than the 
minimum wage set by the Fair Labor 
Standards Act. The Department releases 
regulations, effective October 16, to au- 
thorize subminimum wages. Temporary 
certificates held by some shoe manufac- 
turers are extended to October 15. 

* * * 

YOU CAN pay learners in the ap- 

parel industry less than the mini- 
mum wage established by the law. The 
Wage-Hour Division of the Labor De- 
partment issues regulations, effective 
September 25, to govern wages of learn- 
ers employed in this industry. 


* * * 


YOU CAN find out from the Federal 

Security Agency about new stand- 
ards that will apply for cheese and 
cheese products. Most of these specifi- 


R 
se 


cations will go into effect in six months 


The standards will be enforced by th 
FSA’s Food and Drug Administration, — 


YOU CAN sometimes get highe; 

premium payments for producing 
materials needed for the nation’s stock. 
pile. Under a revised buying policy an. 
nounced by the Munitions Board, do. 
mestic producers may be paid more tha 
25 per cent above the foreign price fo: 
materials needed for national securih 


* * * 


Eq YOU CANNOT count on being al. 

lowed an income tax deduction tor 
real estate taxes paid out of the pro- 
ceeds of the sale of property for delin- 
quent taxes. The U.S. Tax Court rules 
that two former owners of property sold 
for taxes, after the owners lost the prop- 
erty through foreclosure proceedings 
may not deduct the amount of the real 
estate taxes. 


* * * 


YOU CANNOT, as a manufacturer 

of rubber products, use as muct 
new rubber as heretofore during the last 
four months of 1950, except for militan 
orders, An order of the Department of 
Commerce limits the civilian consump- 
tion of new rubber by individual manv- 
facturers during that period. The cutback 
amounts to a 13! per cent reduction in 
the use of this rubber for the manufac- 
ture of civilian goods. 


* * * 


YOU CANNOT ship sugar from the 

U.S. to any country, except Canada 
without holding a validated export /:- 
cense from the Commerce Department 
Rigid restrictions on sugar exports ar 
imposed by the Department’s Office oi 
Industry and Commerce in order to pro- 
tect this country’s supply. 





* * * 


YOU CANNOT, as an employer. | 

safely threaten to fire your workers | 
who are dissatisfied with their wages 
The National Labor Relations Board 
holds that one employer violated the 
Taft-Hartley Act when he made such 2 
discharge threat. The threat in the case 
came after the employer had fired 3 
spokesman of workers asking for an it- 
crease in wages. ; 





Conclusions expressed in these paragraphs are based upon decisions and rulings 
courts and Government bureaus. In making their decisions, courts and bureaus consi¢ 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & WorL) 
REPORT, on written request, will refer interested readers to sources of this basic material 
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WASHINGTON....SYDNEY....LONDON....BUENOS AIRES.... 





>> It's a question now how much longer there will be ordinary marketing 
of scarce war commodities in world trade channels. 

Washington officials already are discussing ways of dividing up supplies 
of scarce materials among friendly countries. 

Problem is that if the U.S. takes out of the world market all the wool, for 
example, needed for its civilian and military use, there will not be nearly 
enough left for other countries. Buyers with dollars in their hands ordinarily 
get preferred status. Others scramble for what is left. 

Prices, under these conditions, skyrocket for everybody. 

This is not a new problem. It came up in the last war. Then elaborate 
machinery was set up for international allocation of scarce materials among the 
Allies. Now international allocation would not be so easy to accomplish. 

Still, Washington is becoming convinced something has to be done to safeguard 
supplies for the U.S. and keep others relatively happy. 





>> Wool-price action illustrates the point..... 

Wool prices, in the first auction of the new season in Australia last week, 
shot up to a point 50 per cent above those last June. 

Reason: Supplies aren't nearly adequate to meet ordinary commercial demand. 
And it is well known that the U.S. wants to pile up a war reserve. 

So, the U.S. is exploring the possibility of making a special deal with the 
Australians to take a large quantity at a high price. But the British are usu- 
ally the biggest buyers of Australian wool. Their stocks are low. They don't 
want to scramble for what's left of the Australian clip at astronomical prices. 

Other consuming countries, such as France and Italy, also want a fair crack 
at what wool there is. Washington admits the justice of this. In fact, all 
consumers should have a say if wool is to be divided up off the market place. 

Russia, theoretically, ought to be included--but won't be. Russia has been 
buying much more wool than usual in the last year, bidding up the price. 

Producing countries see enormous profits ahead, the way wool prices are 
going. They won't be for any deals dividing up their production unless a high 
fixed price is offered. Such allocation, to be effective, would entail export 
controls by producing countries. Export controls would assure that wool was 
Shipped where it was supposed to go. Controls like that are expensive to set up. 

In the last war, producers of raw materials had no major markets except the 
U.S., Britain and their allies. In order to sell what they produced, they had 
to go along with international allocations and price controls. 

Now, it's quite different. Producers will demand quite a lot to give up 














(over) 
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BUSINESS AROUND THE WORLD--(Continued) 


the conveniences of ordinary marketing for controlled selling. 
Wool iS now mosSt worrisome to Washington, but other commodities such as rub- 
ber and tin pose the same problems of who gets what in a world girding for war, 


>> Swift blossoming of international allocations is not likely, though..... 
U.S. officials aren't even sure right now that they could legally enter 
into international allocation. But Washington lawyers usually are agile. 
Odds are that the U.S. will start making bulk-purchase agreements for the 
war commodities most sorely needed and in shortest supply. Allocation plans 





then can be matured more slowly. Other countries, both producers and consumers, 
haven't yet ripened to the need for widespread economic mobilization. 


>> The British Government, for one, is not ready to slap on an economic 
embargo against Russia. Fuss over machine-tool shipments shows that. 
British machine tools are being sold to Russia. Such exports in the first 





seven months this year came to 1.7 million dollars. Russian orders date back 
to 1948 and were sanctioned under a British-Russian trade agreement. 
One British manufacturer, the second largest in the industry, is so tied up 





with Russian orders that his firm won't be able to take on any British orders 
for many months. Estimates are that 10 to 15 per cent of present British output 
of heavy machine tools is contracted for by the Russians for the next two years. 
Meanwhile, the British rearmament effort requires machine tools. 

Winston Churchill demands machine-tool exports to Russia be Stopped. 





The Attlee Government says no items of strategic importance are getting 





out. Export controls set up by Britain in 1948 closely parallel those of the 
U.S. The British Government feels these contracts placed before export controls 
were put on Should be honored. An embargo would probably be followed by Russian 
refusal to sell grain, timber and other vital products to the British. 


>> Russia is also getting machine tools from Western Germany, France, Italy. 
Export controls of these countries governing machine tools are also almost 





exactly the same as those in the U.S. 

Point is, there are about 100,000 types of machine tools. The U.S. and 
Marshall Plan countries in Western Europe prevent exports to Eastern Europe of 
only a few hundred types that can clearly be used for making armaments. 

Therefore, the fact that nonstrategic machine tools are moving to Russia 
doesn't disturb Washington. In return for machine tools and other exports 
to Eastern Europe, Western Europe is getting valuable quantities of strategic 
materials from Eastern Europe. These include manganese, chrome, copper, iron 
ore, steel, nickel, as well as large quantities of food and feed. 

Thousands of machine tools, including strategically important ones, were 





sent to Russia during the war from the U.S. These have served as prototypes for 
the Russians, adept at copying. Even now the Russians are offering to sell the 
Swedes machine tools that are exact duplicates of American types. That seems to 
indicate that the Russians are not hard-pressed for machine tools. 


>> Argentine devaluation puts the peso on a more realistic basis. Exports, 
especially of wool, hides and grain, should be helped. Imports, however, will 
be more expensive. Permission to transfer part of the profits of foreign com- 
panies out of Argentina is seen as a bid for American capital investment there. 
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INDICATORS OF BUSINESS 


inflation of prices, wages and credit 
is still under way as businessmen 
and consumers spend heavily. 

Sensitive-commodity prices rose to 
320.7 on the Bureau of Labor Sta- 
tistics index on August 30, up 20 
per cent in the two months follow- 
ing start of the Korean war. Wool, 
hides, cotton, wheat and corn led 
the advance between August 25 and 
30. 

Wholesale prices mounted to 167.2 
on the BLS index in the week ended 
August 29, up 6.4 per cent since the 
end of June and within 2 per cent 

of the 1948 peak. Farm products, 
foods, chemicals, textiles and build- 
ing materials were up in the latest 
week. 

Bank loans are expanding at the 
fastest rate on record. Loans and in- 
vestments, excluding U.S. Govern- 
ment securities, grew nearly 2 bil- 
lions at weekly reporting banks from 
June 28 to August 23, three times 
the expansion in the same period of 
1948 and twice that of 1947. 

The U.S. money supply, consisting 
of bank deposits and currency held 
by individuals and business, in- 
creased to 170.4 billions on August 
1, up 700 millions in a month to a 
record high. 

Turnover of demand deposits rose in 
July to the highest rate since 1937. 
It is continuing at a high rate as in- 
dividuals and businessmen write 

checks to pay for heavy purchases. 

Wage increases, now beginning to 
spread through industry, are speed- 
ing the growth of the money sup- 
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ply and the rate of its turnover. 
More dollars are needed both from 
new bank credit and from idle de- 
posit accounts, to meet higher wage 
costs and pay for goods at higher 
prices. 

Department-store sales, meanwhile, 
have leveled off on the indicator in 
the three weeks ended August 23. 
August sales averaged 338, down 7 
per cent from July but 13 per cent 
above June. 

Business purchases have surged up- 
ward with those of consumers. 


New orders placed by department 


stores in July jumped nearly 50 per 
cent over those of June. 
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ACTIVITY 


Wholesalers’ sales during the month 
of July rose 16 per cent over June 
to a level 40 per cent above July, 
1949. 

New orders received by manutac- 
turers swelled to nearly 23 billions 
in July, 700 millions above the June 
record and 25 per cent above the 
month of July, 1948. Even so, July, 
1950, orders did not include some 
informal commitments received by 
aircraft companies from the Govern- 
ment. 

Machinery demand is heavy for all 
types. New orders for machine tools, 
shown in the top chart, soared to 
twice their June level, five times 
July, 1949. 

Unfilled orders of manufacturers for 
all kinds of goods jumped 3 billions 
in July to 29 billions, up 7 billions 
since January |. 

Business inventories, nevertheless. 
were reduced by heavy sales to final 
users. Wholesalers’ stocks fell 7 per 
cent in July; department stores’, 3 
per cent. Manufacturers’ inventories 
stopped rising. 

Production is absorbing growing sup- 
plies of materials and labor. Factory 
output, at 212 on the indicator, is 
at its highest since World War II. 
Layoffs are at their lowest since 
1948, but are rising here and there 
as metals supplies run short. 

Order backlogs of manufacturers, 
growing steadily since last Decem- 
ber, reflect the failure of supplies to 
keep up with demand. Inflationary 
forces still rule in the economy at 
this time. 
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WHAT DO WE MEAN BY ‘PREVENTIVE WAR‘? 


BY DAVID LAWRENCE 


ET US IMAGINE it is the morning after a sneak attack 
by the enemy! 

Two big cities—in the Middle West and in the East 
—have been attacked by planes that have dropped 
atomic bombs. 

Tens of thousands of Americans have been killed— 
tens of thousands more have been maimed. 

The American people are anguished. They ask why 
this kind of attack was not prevented, why the enemy 
was permitted to make and stockpile atomic bombs. 

The President and the Congress, who have been 
responsible for the nation’s defense and safety, are 
asked what they did to forestall such an attack. The 
American people decide whether impeachment or re- 
moval for neglect of duty shall be ordered. 

But this does not restore the lives of those who had 
been killed or mitigate the prolonged suffering of the 
wounded. 

What a tragic picture! 

“Preventive war’ can mean that all proper steps be 
taken to assure that there will be no sudden attack by 
either side or outbreak without the formal declaration 
of war that has long been the custom among nations. 


What has complicated the issue is the discov- 
ery of the atomic bomb and its power to destroy hu- 
man life on such an extensive scale. Everyone has a 
vivid recollection that the last war upon the United 
States was begun, not by a declaration of war but by a 
sneak attack made before the declaration itself could 
be delivered. 

The danger in the sudden use of atomic bombs with- 
out warning has been considered by the United States 
in common with other members of the United Nations. 
Proposals have been made to control internationally 
the manufacture and use of atomic energy. The plan of 
the American delegation has been to require that all 
atomic bombs be stockpiled in the hands of the United 
Nations and that a treaty be signed permitting the 
constant inspection of any plant within any country. 

The inference has been plain that, if any nation 
made bombs in violation of the agreement, the other 
nations would be free at once to order those facilities 
destroyed or else to enter that country and destroy the 
factories. The talk now of “preventive war’’ stems in 
principle at least from the discussions in the United 
Nations during the last three years. 

But, it will be pointed out, there has been no inter- 
national agreement as yet. So each nation is free to do 
as it wishes in order to protect itself. What then could 


America do to ward off a sneak attack. The Program, 
most often suggested is this: 

First, it would be necessary that no one nation act 
but as many as possible of the free nations declare that 
unlawful possession of atomic bombs, if continued be 
yond a solemn warning to turn them over to an intef 
national authority, shall in itself be considered an <7 
of war. E 

Second, the free nations would by note warn the. 
expected aggressor that, if by a certain time the: 
atomic bombs have not been deposited with the inter 
national authority and the right given to it to inspect 
all plants that can manufacture such bombs, the nas 
tions joined together for their common defense shal} 
take such measures as they deemed best to achiewyy 


their objective. 


The idea that any nation, least of all o 
should initiate a war by sudden attack is preposterous.” 
It is doubtful whether any of the proponents of “pres 
ventive war’ ever have had in mind anything except 
a warning or ultimatum as the first step and ther4 
the use of military force to secure adherence to such. 
demands as our government in agreement with other 
free nations might make in ordér to ward off further) 
aggression. 

The aggression by Soviet Russia has started. It beg 
gan before the invasion of South Korea. It has be en 
going on since the close of World War II, as county 
after country has been deprived of its independent 
and its sovereignty by the Soviet regime. The only 
question now is how to stop the aggression and whethet; 
the free nations should warn the Soviet to halt 9 
aggression and, whether in the event of its failure @ 
comply, steps should be taken to enforce internation 7 
al demands. q 

This is the real question and it cannot be dismissed} 
by superficial criticism to the efect that it would not} 
be in consonance with our tradition. To allow an enemy™ 
to destroy tens of thousands of Americans or Britons] 
or the citizens of any country in a few minutes by 
bomb attack without warning is also not in keeping) 
with the traditions of civilized nations. No weapomt | 
are barred on the battlefield against an inhumamt 
aggressor. : 

We Americans have not yet come to understand that} 
the battlefield hereafter will not be in Europe or Asia 
but inside the United States among our industrial cen-7 
ters and populous cities. It is time to begin thinking” 
about the realism in the phrase “preventive war.” 














ALL ABOARD... FOR THE BIGGEST BARGAIN 


These 48 people are all going downtown for 
a total fare of $4.46. 

It would cost them eight times that much 
to go in their own automobiles. 

Match that for value received . .. anywhere, 
any time. 

That’s management with a capital M. Be 
proud of it. And remember that if in your 
city the actual figures are a bit higher, your 
transit management has particularly tough 
problems to meet. 


We know something about these problems 


TINGHOUSE GLECTREC 


CORPORATION ° 


ou CAN BE SURE..IF rs Westinghouse 


IN AMERICA 


because we've been serving these fine transit 
organizations for many, many years. 

They know they can be sure of Westinghouse 
electrical equipment on street cars and trolley 
coaches. We like to think the efficiency and de- 
pendability of our motors and other apparatus 
have helped mightily in giving you today’s 
transportation bargain. 

Making electrical equipment of all kinds is our 


business. Making one quality only .. . the best 


is our creed. We express the creed in these 


words: You can be Sure... if it’s Westinghouse. 
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FOR LCL (less-than-carload) SHIPMENTS 


Worlds Only Fleet of 
_ Specially Equipped Cars 


| Mercnanoise SERVICE 


PENNSYLVANI A 


LOLMTH2799 
wr 56300 j 


Newest methods of loading and bulkheading 


in Pennsylvania Railroad's special cars as- 





sure smooth and damage-free riding. More 


mechanized units, too...to vith spec; 
C — F<Ciz , 
t Sewese mechan 


handle shipments faster, and 
to handle them right, re- 


) ardless of size or weight! 
DISE g 
MERCHAN 


ewice 
PENNSYLVANIA RAILROAD 





